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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17860/June 12, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE CHICAGO 
BOARD OPTIONS EXCHANGE, INC. 


File No. SR-CBOE-81-9 


The Chicago Board Options Exchange, Inc. 
submitted, on June 3, 1981, a proposed rule 
change under Rule 19b-4 to amend its constitu- 
tion to provide that only voting members of the ex- 
change can sign a petition to call a special meet- 
ing of the membership. 


The foregoing change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934 (‘Act’). At any time within six- 
ty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such 
rate change if it appears to the Commission that 
such action is necessary or appropriate in the pub- 
lic interest, for the protection of investors, or other- 
wise in furtherance of the purposes of the Securi- 
ties Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 15, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-CBOE-81-9. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
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available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17861/June 12, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE PACIFIC STOCK EXCHANGE, 
INC. 


File No. SR-PSE-81-10 


The Pacific Stock Exchange, Inc. submitted on 
May 19, 1981, a proposed rule change under Rule 
19b-4 to amend its rule concerning the resolution 
of uncompared options transactions. The amend- 
ment would require only the party who intends to 
file a claim for damages to enter into a new trans- 
action, require member organizations to have an 
authorized representative available to resolve 
uncompared trades no later than 6:15 a.m. on the 
business day following the trade date and author- 
ize the exchange to remove from its permanent 
record any transactions that have been matched in 
error but which are actually uncompared trades. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 15, 1981. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-PSE-81-10. 
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Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17862/June 15, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE AMERICAN STOCK EX- 
CHANGE, INC. 


File Nos. SR-Amex-77-5 
SR-Amex-81-9 


The American Stock Exchange, Inc. (‘“Amex’) 
submitted pursuant to Rule 19b-—4 on June 1, 
1981, an amendment to a proposed rule change 
and on April 27, 1981, a new proposed rule 
change concerning its rules relating to member- 
ship and association with members (File Nos. 
SR-Amex-77-5 and SR-Amex-81-9, respec- 
tively). The proposed amendments to File No. 
SR-Amex-77-5 require certain categories of per- 
sons associated with a member to become “ap- 
proved persons” and specifies the standards un- 
der which the Amex will approve such persons. 
Among other things, the amendments concern the 
approval of foreign “approved persons.” The pro- 
posed changes contained in File No. SR-Amex-— 
81-9 establish standards for determinations to be 
made by the Amex regarding admission to mem- 
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bership and approval of financial matters relating 
to members. 


Publication of the submissions is expected to be 
made in the Federal Register during the week of 
June 22, 1981. In order to assist the Commission 
to determine whether to approve the proposed rule 
changes or institute proceedings to determine 
whether the proposed rule changes should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 30 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, N.W., Washington, D.C. 20549. 
Reference should be made to File Nos. SR- 
Amex-77-5 and SR-Amex-81-9. 


Copies of the submissions, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. § 552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W. Washington, D.C. Copies of the filings of any 
subsequent amendments will also be available at 
the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17863/June 15, 1981 


in the Matter of Applications of the 


BOSTON STOCK EXCHANGE, INCORPORATED 
For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TIONS FOR UNLISTED TRADING PRIVILEGES 


The Boston Stock Exchange (“BSE”) has filed ap- 
plications with the Commission pursuant to Sec- 
tion 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another na- 
tional securities exchange:' 


Apache Petroleum Company 
Depository Units, No Par Value (File 
No. 7-5917) 


Barnett Banks of Florida, Inc. 
Common Stock, $2 Par Value (File 
No. 7-5918) 


Cray Research, Inc. 
Common Stock, $1 Par Value (File 
No. 7-5919) 


Deluxe Check Printers, Inc. 
Common Stock, $1 Par Value (File 
No. 7-5920) 


Galveston-Houston Company 
Common Stock, $.33% Par Value 
(File No. 7-5921) 


MacMillan-Bloedel Ltd. 
Common Stock, No Par Value (File 
No. 7-5922) 





‘Notice of these applications was given by publi- 
cation in the Federal Register. 46 FR 28778 (May 
28, 1981). The Commission has received no com- 
ments with respect to these applications. 
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Modular Computer Systems, Inc. 
Common Stock, $.05 Par Value (File 
No. 7-5923) 


Moore Corporation Ltd. 
Common Stock, No Par Value (File 
No. 7-5924) 


Noble Affiliates, Inc. 
Common Stock, $3.33%Par Value 
(File No. 7-5925) 


Permian Basin Royalty Trust 
Shares of Beneficial Interest, No Par 
Value (File No. 7—5926) 


Recognition Equipment Inc. 
Common Stock, $.25 Par Value (File 
No. 7-5927) 


Sullair Corporation 
Common Stock, No Par Value (File 
No. 7-5928) 


Toys R Us, Inc. 
Common Stock, $1 Par Value (File 
No. 7-5929) 


The Commission finds that approval of the BSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of 
fair and orderly markets and the protection of in- 
vestors. As a national securities exchange regis- 
tered with the Commission pursuant to Section 6 
of the Act, the BSE is subject to the provisions of 
paragraph (b) of that section, and to the Commis- 
sion’s inspection authority and oversight responsi- 
bility under Sections 17 and 19 of the Act and the 
rules and regulations thereunder. In addition, 
transactions in the subject securities, regardless 
of the market in which they occur, are reported in 
the consolidated transaction reporting system con- 
templated by Rule 11Aa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale in- 
formation for the subject securities should contrib- 
ute to pricing efficiency and to ensuring that trans- 
actions on the BSE are executed at prices which 
are reasonably related to those occurring in other 
markets. Finally the Commission has received no 
comments indicating that the granting of these ap- 
plications would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 


Volume 22, No. 18, June 30, 1981 





that approval of the BSE applications will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the applications 
for unlisted trading privileges on the Boston Stock 
Exchange in the above named securities are here- 
by approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17864/June 15, 1981 


A notice has been issued giving interested per- 
sons until July 7, 1981 to comment on the applica- 
tion of the Pacific Stock Exchange, Incorporated 
for unlisted trading privileges in the common stock 
($.50 par value) of TEXAS OIL & GAS CORPORA- 
TION which is listed and registered on one or 
more other national securities exchanges and is 
reported in the consolidated transaction reporting 
system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17865/June 15, 1981 


A notice has been issued giving interested per- 
sons until July 7, 1981 to comment on the applica- 
tion of the Midwest Stock Exchange, Incorpo- 
rated for unlisted trading privileges in the common 
stock ($.05 par value) of KENAl CORPORATION 
which is listed and registered on one or more other 
national securities exchanges and is reported in 
the consolidated transaction reporting system. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17866/June 15, 1981 


In the Matter of 


THE DEPOSITORY TRUST COMPANY (‘‘DTC”) 
(SR-DTC-81-2) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On March 25, 1981, the Depository Trust Compa- 
ny (“DTC”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act’) and Rule 
19b-4 thereunder, copies of a proposed rule 
change to eliminate DTC’s call on the Continuous 
Net Settlement Fund Portion of the Clearing Fund 
of National Securities Clearing Corporation 
(“NSCC’”’). 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
34-17670, March 30, 1981) and by publication in 
the Federal Register (46 FR 20354, April 8, 1981). 
All written statements with respect to the proposed 
rule change which were filed with the Commission 
and all written communications relating to the pro- 
posed rule change between the Commission and 
any person were considered and (with the excep- 
tion of those statements or communications which 
may be withheld from the public in accordance 
with the provisions of 5 U.S.C. §552) were made 
available to the public at the Commission’s Public 
Reference Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to clearing agencies and in particular, the 
requirements of Section 17A and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and hereby is, ap- 
proved. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17867/June 15, 1981 


In the Matter of 


JOHN P. ANNICELLI, 

SAMUEL H. TROWE, 

HENRY FISHER, 

HENRY FISHER & CO., INC., 

d/b/a HENRY FISHER MUNICIPALS, 
n/kja COMMONWEALTH SECURITIES AND 
INVESTMENTS, INC., 

GORDON SAVOIE individually and 
d/b/a RUPP FINANCIAL COMPUTER 
SERVICES COMPANY, and 
COMPUTER FINANCIAL SERVICES 
COMPANY. 


The Securities and Exchange Commission (““‘Com- 
mission’) has ordered the institution of a public 
administrative proceeding (‘Order’) against the 
above-listed respondents based upon alleged vio- 
lations of the anti-fraud provisions of the federal 
securities laws in connection with underwriting ac- 
tivities of municipal securities offerings. 


The alleged violations took place from about 1976 
through 1978 when Annicelli and Trowe were em- 
ployed successively in the municipal underwriting 
departments of two registered broker-dealers. 
Annicelli and Trowe are residents of the New York 
City metropolitan area. 


Fisher is the president of a registered broker- 
dealer that was originally named Henry Fisher and 
Co. and doing business as Henry Fisher Munici- 
pals. During 1980, it changed its name to Com- 
monwealth Securities and Investment Co. Fisher 
is a resident of Pittsburgh, Pennsylvania, and 
Commonwealth's office is located there. Savoie is 
the president of a diversified manufacturing com- 
pany and is a resident of Minneapolis, Minnesota. 
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In the Commission’s Order, the Division of En- 
forcement alleged that the respondents willfully vi- 
olated and aided and abetted violations of the anti- 
fraud provisions of the Securities Exchange Act of 
1934 and the Securities Act of 1933 by engaging 
in the following alleged conduct. While Annicelli 
and Trowe were employed in the municipal under- 
writing departments of registered broker-dealers, 
they owned two private corporations, GSAT, Ltd. 
and JSAT, Ltd. 


They allegedly arranged with Savoie and Fisher to 
divert to themselves funds by causing Savoie and 
Fisher to submit claims to the broker-dealers mu- 
nicipal issuers and trustees for municipal issuers 
for purported issuance expenses and services 
rendered in connection with municipal bond offer- 
ings. Savoie and Fisher made payments to GSAT 
and JSAT which, in turn, paid Annicelli and Trowe. 
It was alleged that Annicelli and Trowe failed to 
disclose such payments to their employers and to 
issuers, and that little, if any, meaingful services 
were provided. 


The Order also alleged that a representation con- 
cerning purported issuance expenses, contained 
in a municipal bond offering prospectus (‘official 
statement’), was false and misleading by failing to 
disclose the aforementioned arrangements and re- 
sultant payments. The Order further alleged that, 
while engaged in underwriting municipal offerings, 
Annicelli and Trowe failed to disclose to a munici- 
pal issuer and to public investors that they provid- 
ed funds and other consideration to two former 
public officials of a municipal issuer. 


The Order further alleged that in an official state- 
ment, Annicelli and Trowe caused Fisher to be de- 
scribed as a financial advisor to the issuer but 
failed to disclose their business relationship with 
Fisher and his payments to GSAT and JSAT 
which, in turn, paid Annicelli and Trowe. 


In addition, the Order alleged that Annicelli and 
Trowe willfully aided and abetted violations of the 
broker-dealer reporting provisions which require 
the disclosure of their respective relationship with 
GSAT and JSAT. 


All of the respondents have submitted offers or 
settlement which the Commission has determined 
to accept. For the Commission’s Findings and Or- 
der in this matter see Securities Exchange Act Re- 
lease No. 17868. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17868/June 15, 1981 


Administrative Proceeding File No. 3-6029 
In the Matter of: 


JOHN P. ANNICELLI, 

SAMUEL H. TROWE, 

HENRY FISHER 

HENRY FISHER & CO., INC., 
d/b/a HENRY FISHER MUNICIPALS, 
n/k/a COMMONWEALTH SECURITIES 
AND INVESTMENTS, INC., 

GORDON SAVOIE individually and 
d/b/a RUPP FINANCIAL 
COMPUTER SERVICES COMPANY, 
and COMPUTER FINANCIAL 
SERVICES COMPANY. 


FINDINGS AND ORDER 


In these proceedings ordered today pursuant to 
Sections 15(b), 15B and 19(h) of the Securities 
Exchange Act of 1934 (the “Exchange Act’), re- 
spondents John Annicelli (‘“Annicelli’) Samuel H. 
Trowe (“‘Trowe’’), Henry Fisher (‘Fisher’), Henry 


Fisher & Co., Inc. d/b/a Henry Fisher Municipals 
n/k/a Commonwealth Securities and Investments, 
Inc. (“Commonwealth”), and Gordon Savoie, indi- 
vidually and d/b/a Rupp Financial Computer Serv- 
ices and d/b/a Computer Financial Services Com- 
pany (‘‘Savoie’’) have submitted Offers of 
Settlement which the Commission has determined 
to accept. In deciding to accept the Offers of Set- 
tlement from Commonwealth and Fisher, the Com- 
mission considered the factors set forth in para- 
graph 8 of such Offers. Solely for the purpose of 
settling these proceedings and without admitting 
or denying the allegations contained in the Order 
Instituting Public Proceedings* (the ‘“Order’’), the 
above named respondents consent to the findings 
of violations and the sanctions contained in this 
Order. 


On the basis of the Order and the Offers of Settle- 
ment, the Commission finds: 


*The Order Instituting Public Proceedings was 
issued simultaneously with the Commission’s 
Findings and Order herein. 
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(1) Annicelli, Trowe, Fisher, Commonwealth and 
Savoie willfully violated and aided and abetted vio- 
lations of Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Exchange Act and 
Rule 10b-—5 thereunder as alleged in the Order; 
and 


(2) Annicelli willfully aided and abetted violations 
of Section 15(b) of the Exchange Act and Rule 
15b1-1 thereunder as alleged in the Order, and 
Annicelli and Trowe willfully aided and abetted vio- 
lations of Section 15(b) of the Exchange Act and 
Rule 15b3-1 thereunder as alleged in the Order. 


In view of the foregoing, it is in the public interest 
to impose the sanctions and accept the undertak- 
ings specified in the Offers of Settlement. 


Accordingly, IT IS ORDERED, effective the open- 
ing of business on the second Monday after the 
date of this order, that: 


(1) Annicelli is hereby suspended from association 
with any broker, dealer, municipal securities deal- 
er, investment company or investment adviser for 
a period of twelve (12) months; 


(2) Trowe is hereby suspended from association 
with any broker, dealer, municipal securities deal- 
er, investment company or investment adviser for 
a period of six (6) months; 


(3) Savoie is hereby suspended from association 
with any broker, dealer, municipal securities deal- 
er, investment company or investment adviser for 
a period of six (6) months; 


(4) During the aforementioned twelve (12) month 
and six (6) month periods, in the instance that 
Annicelli or Trowe act as financial advisors to a 
municipal issuer in connection with an offering of 
securities, said respondents may do so only where 
(a) the issuer employs a registered broker, dealer, 
or municipal securities dealer, independent of said 
respondents, to underwrite the issuance of the 
municipal securities to the public; (b) said re- 
spondents do not participate in the selection of 
such independent broker, dealer, or municipal se- 
curities dealer; and (c) said respondents do not 
solicit or identify prospective purchasers in con- 
nection with the offer or sale of the municipal se- 
curities, nor handle nor deliver any such securi- 
ties; 
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(5) During the aforementioned respective twelve 
(12) month and six (6) month periods, (a) respond- 
ents Annicelli and Trowe shal! compile a list of any 
transaction(s) involving municipal securities offer- 
ings in which they become involved; and (b) in any 
offering in which the said respondents are in- 
volved, they may neither control the payment of is- 
suance expenses by the municipality or its trustee, 
nor pay any of said expenses from their fee; and 
(c) said respondents shall make a list of all ex- 
penses associated with each offering paid by the 
municipality or its trustee, and shall represent that 
they have received no money or thing of value, di- 
rectly or indirectly, from the municipality or its 
trustee, other than their fees as stated on the list 
so secured; and (d) any compensation received by 
said respondents shall be pursuant to written con- 
tracts; 


(6) Annicelli and Trowe are ordered to comply with 
their undertakings that the Commission shall have 
access to any and all relevant records of respond- 
ents to verify compliance with this Order; 


(7) Annicelli and Trowe shall comply with their un- 
dertakings to furnish the staff of the Commission 
with and affidavit of Compliance with the Commis- 
sion’s Order within thirty (30) days after the end of 
their respective twelve (12) months and six (6) 
months of limitation on their activities imposed by 
the Commission; 


(8) Commonwealth and Fisher shall not act as a 
municipal financial advisor or consultant in con- 
nection with any municipal bond issues for four (4) 
months; and Fisher shall not engage in any activi- 
ties in association with a broker or dealer for thirty 
(30) days; and 


(9) Commonwealth and Fisher shall comply with 
their undertakings in their Offers of Settlement to 
design, implement and maintain certain proce- 
dures; to return fees aggregating $81,000; and to 
submit affidavits of compliance to the Commis- 
sion’s staff. 


By the Commission 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17869/June 16, 1981 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
common stock ($.10 par value) of READING IN- 
DUSTRIES INC. from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17870/June 16, 1981 


In the Matter of the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20003 


(SR-NASD-81-2) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On February 25, 1981, the National Association of 
Securities Dealers, Inc. (the ‘“NASD”), filed with 
the Commission, pursuant to Section 19(b)(1) of 
the Securities Exchange Act of 1934 (the ‘‘Act’), 
15 U.S.C. 78(s)(b)(1) and Rule 19b-4 thereunder, 
copies of a proposed rule change to amend Part | 
of Schedule D of the NASD’s By-Laws. The pro- 
posed rule change would permit NASDAQ market 
makers to display on a voluntary basis a quotation 
for an amount of securities in excess of the normal 
unit of trading (‘size’). This information will be 
available only to subscribers of Level 2 and Level 
3 Services. The rule change provides that market 
makers will be obligated to execute a buy or sell 
order up to and including the size displayed. The 
display of size will be implemented six months af- 
ter the ongoing conversion to new multi-purpose 
NASDAQ terminals is completed. Notice of the 
proposed rule change and its terms was given by 
publication of a Commission release (Securities 
Exchange Act Release No. 17643, March 19, 
1981) and by publication in the Federal Register 
(45 FR 21301, April 9, 1981). No comments were 
received. 
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Prior to filing the proposed rule change, the 
NASD’s Board of Governors solicited comments 
from members, issuers, and other interested par- 
ties' and received 66 comment letters. While 
many commentators expressed support for the 
proposal, a majority expressed reservations with 
the need for size, the potential harm to the com- 
petitive position of smaller broker-dealers, and the 
difficulty in assuring that size displays would be 
honored. Several commentators also requested 
that immediate implementation of the proposed 
rule change be delayed because of the adminis- 
trative burden, potential errors which might result 
given recent increased NASDAQ volume, the elim- 
ination of representative quotations and the ter- 
minal conversions. 


The NASD states that the size proposal was de- 
veloped by committees composed almost exclu- 
sively of representatives from the securities indus- 
try who believe size will provide market makers 
with an opportunity to attract order flow. Further- 
more, the NASD believes the proposed rule 
change will benefit smaller broker-dealers by 
enabling them to compete more effectively and will 
enhance competition in the market. With respect 
to enforcement problems, the NASD states that 
display of size is voluntary, that price negotiations 
are permissible for orders larger than displayed 
size and that the NASD’s quotation rule? will con- 
tinue to provide investor protection. The NASD 
does believe that implementation of the size re- 
quirement should be deferred further to permit ad- 
justment by the NASDAQ markets to pending 
changes in the system. 


The Commission has considered the issues dis- 
cussed in the proposed rule change and finds that 
the proposed rule change is consistent with the re- 
quirements of the Act and the rules and regula- 
tions thereunder applicable to a registered nation- 


1 NASD Notice to Members 80-16 (November 26, 
1980). 


2 Art. Ill, Sec. 6 of the NASD’s Rules of Fair Prac- 
tice, NASD Manual (CCH §2156). 


3 Size will be required by February, 1982, of all 
NASDAQ Market Makers giving quotations in na- 
tional market qualified securities. 
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al securities association and, in particular, the 
requirements of Section 15A and the rules and 
regulations thereunder. The provision of size infor- 
mation should enhance the pricing efficiency of 
the over-the-counter market by providing investors 
and broker-dealers additional information regard- 
ing the depth and liquidity of the market for a par- 
ticular security. Moreover, the dissemination of 
quotation size may enhance the ability of broker- 
age firms to ensure best execution of their cus- 
tomers’ orders. Furthermore, in light of the volun- 
tary nature of the size requirement, the proposed 
rule change would not appear to impose any sig- 
nificant competitive burdens on over-the-counter 
market makers since they would not be required to 
assume the market making risks entailed in 
disseminating quotations on size. The Commis- 
sion agrees with the NASD that the voluntary size 
requirement will not adversely effect the competi- 
tive position of smaller broker-dealers since it will 
facilitate efforts of those broker-dealers to more 
effectively attract orders through the display of 
quotation size. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17871/June 17, 1981 


A notice has been issued giving interested per- 
sons until July 9, 1981 to comment on the applica- 
tion of REPUBLIC NEW YORK CORPORATION to 
withdraw its common stock ($5 par value) and 
$2.125 Cumulative Preferred Stock from listing 
and registration on the American Stock Ex- 
change, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17872/June 17, 1981 


A notice has been issued giving interested per- 
sons until July 9, 1981 to comment on the applica- 
tion of the Midwest Stock Exchange, Incorpo- 
rated for unlisted trading privileges in the common 
stock ($2.50 par value) of DOME PETROLEUM 
which is listed and registered on one or more other 
national securities exchanges and is reported in 
the consolidated transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17873/June 17, 1981 


In the Matter of Applications of the 
CINCINNATI STOCK EXCHANGE 
For Unlisted Trading Privileges 

Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TIONS FOR UNLISTED TRADING PRIVILEGES 


The Cincinnati Stock Exchange (“CSE”) has filed 
applications with the Commission pursuant to Sec- 
tion 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another na- 
tional securities exchange:' 


Allied Corporation 
Common Stock, $1 Par Value (File 
No. 7-5931) 


Signal Companies, Inc. 
Common Stock, $2 Par Value (File 
No. 7-5932) 


1 Notice of these applications was given by publi- 
cation in the Federal Register. 46 FR 29016 (May 
29, 1981). The Commission has received no com- 
ments with respect to these applications. 
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The Commission finds that approval of the CSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of 
fair and orderly markets and the protection of in- 
vestors. AS a national securities exchange regis- 
tered with the Commission pursuant to Section 6 
of the Act, the CSE is subject to the provisions of 
paragraph (b) of that section, and to the Commis- 
sion’s inspection authority and oversight responsi- 
bility under Sections 17 and 19 of the Act and the 
rules and regulations thereunder. In addition, 
transactions in the subject securities, regardless 
of the market in which they occur, are reported in 
the consolidated transaction reporting system con- 
templated by Rule 11Aa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale in- 
formation for the subject securities should contrib- 
ute to pricing efficiency and to ensuring that trans- 
actions on the CSE are executed at prices which 
are reasonably related to those occurring in other 
markets. Finally the Commission has received no 
comments indicating that the granting of these ap- 
plications would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 
that approval of the CSE applications will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the applications 
for unlisted trading privileges on the Cincinnati 
Stock Exchange in the above named securities 
are hereby approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17874/June 17, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE CINCINNATI STOCK EX- 
CHANGE, INC. 


File No. SR-CSE-81-3 


The Cincinnati Stock Exchange, Inc. (‘‘CSE”’) 
submitted on June 4, 1981, a proposed rule 
change under Rule 19b-—4 to amend its listing fee 
schedule. The proposed rule change would im- 
pose a $1,000 maximum charge for the initial list- 
ing of a single class or issue of a security, and a 
$500 maximum charge for the initial listing of each 
additional class of a security. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 22, 1981. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-CSE-81-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22087/June 15, 1981 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
100 Broadway 
New York, New York 10000 


CNG COAL COMPANY 

CNG DEVELOPMENT COMPANY LTD. 

CNG PRODUCING COMPANY 

CNG RESEARCH COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 

CONSOLIDATED NATURAL GAS SERVICE 
COMPANY, INC. 

CONSOLIDATED SYSTEM LNG COMPANY 

THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 


(70-6596) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF NOTES TO BANKS AND COMMERCIAL 
PAPER TO DEALER BY HOLDING COMPANY; 
INTRASYSTEM FINANCING; ISSUANCE AND 
SALE OF SUBSIDIARY COMMON STOCK TO 
HOLDING COMPANY; EXCEPTION FROM COM- 
PETITIVE BIDDING 


Consolidated Natural Gas Company (‘‘Consoli- 
dated”), a registered holding company, and cer- 
tain of its subsidiaries, CNG Coal Company (“Coal 
Company”), CNG Development Company Ltd., 
CNG Producing Company (“Producing Compa- 
ny”), CNG Research Company (“Research Com- 
pany”), Consolidated Gas Supply Corporation 
(“Gas Supply’), Consolidated Natural Gas Service 
Company, Inc. (‘Service’), Consolidated System 
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LNG Company (‘LNG Company”), The East Ohio 
Gas Company (‘East Ohio’), The Peoples Natural 
Gas Company (‘Peoples’), The River Gas Com- 
pany (‘River’) and West Ohio Gas Company 
(“West Ohio’) have filed an application-declara- 
tion and amendments thereto with this Commis- 
sion pursuant to Sections 6(a), 6(b), 7, 9(a), 10, 
12(b) and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’) and Rules 43, 45, 
50(a)(2) and 50(a)(5) thereunder. 


Consolidated proposes to obtain funds for financ- 
ing the seasonal increase in gas storage invento- 
ries of subsidiary companies by issuing up to 
$125,000,000 of notes to banks from time to time 
through March 31, 1982. Such notes would mature 
within 12 months from the date of the first bor- 
rowing. There would be no commitment fees, re- 
quired compensating balances, or closing or relat- 
ed charges. Such notes would bear variable 
interest at either the prime rate in effect from time 
to time at the Chase Manhattan Bank, N.A. 
(“Chase Manhattan’) and/or at Consolidated’s op- 
tion, at an increment of three-eighths of one per- 
cent (0.375%) over the London Interbank Offered 
Rate (““LIBOR’’), as quoted by Chase Manhattan in 
London and as adjusted for Federal Reserve re- 
quirements. For example, a 16% LIBOR rate 
would be adjusted for the current reserve require- 
ment to an effective LIBOR rate of 16.12%. Bor- 
rowing at prime may be prepaid, in whole or in 
part, without penalty or premium, upon five days 
written notice. Borrowings at LIBOR may only be 
repaid at the end of the LIBOR period. The aver- 
age of deposits regularly maintained in participat- 
ing banks by Consolidated and its subsidiaries for 
normal operating purposes during 1980 amounted 
to approximately $25,600,000. Assuming compen- 
sating balance requirements of 10% of the lines 
and 10% of average borrowings, the average 
compensating balances would have amounted to 
approximately $27,100,000 for 1980. The 
borrowings are made from time to time as required 
to finance the subsidiaries’ gas storage invento- 
ries and will be repaid as gas is withdrawn from 


storage and sold during the 1981-1982 heating 
season. 


Consolidated, in order to meet working capital re- 
quirements proposes to issue and sell commercial 
paper, in the form of short-term bearer notes, to 
A.G. Becker Incorporated (‘Becker’), a dealer in 
commercial paper, from time to time through May 
31, 1982. The aggregate principal amount of such 
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notes, together with the bank notes as described 
below, would not exceed $100,000,000 outstand- 
ing at any one time. Such commercial paper will 
have varying maturities of not more than 270 days 
after date of issue and will be issued and sold in 
varying denominations of not less than $50,000 
and not more than $5,000,000 directly to Becker, 
at a discount which will not be in excess of the dis- 
count rate per annum prevailing at the date of is- 
suance for commercial paper of comparable quali- 
ty and like maturity. The commercial paper will not 
be payable prior to maturity. Consolidated proposes 
to sell commercial paper only so long as the discount 
rate or the effective interest cost on the date of sale 
does not exceed the equivalent cost of borrowings 
from a commercial bank. No commission or fee will 
be payable in connection with the issue and sale of 
such commercial paper notes. Becker, as principal, 
will reoffer such notes at a discount not to exceed 
one-tenth of one per cent per annum less than the 
prevailing discount rate to Consolidated. Such notes 
will be reoffered to not more than 200 identified and 
designated customers in a nonpublic list prepared in 
advance by Becker and furnished to the Commis- 
sion. It is anticipated that the commercial paper will 
be held by customers to maturity; however, if any 
commercial paper is repurchased by Becker pur- 
suant to a verbal repurchase agreement, such paper 
will be reoffered only to others in the group of 200 
customers. 


If the issuance of commercial paper becomes im- 
practical because of market conditions or other 
factors, Consolidated proposes to issue short-term 
notes to Chase Manhattan and Citibank, N.A., up 
to an aggregate outstanding principal amount of 
$100,000,000 for such notes and commercial pa- 
per. Consolidated would borrow up to an aggre- 
gate principal amount of $50,000,000 outstanding 
at any one time from Chase Manhattan from time 
to time through May 31, 1982. Such borrowings 
would be at the bank’s prime interest rate on the 
borrowing date. Consolidated would also borrow 
an aggregate principal amount of up to 
$50,000,000 outstanding at any one time from 
Citibank, N.A., from time to time through May 31, 
1982. Such unsecured borrowings from Citibank 
would be charged a commitment fee of one quar- 
ter of one percent (0.25%) on the principal amount 
at Citibank’s base rate of interest, the prime rate, 
on each borrowing date. Borrowings from both 
banks would be evidenced by notes of Consoli- 
dated maturing within 90 days of each borrowing 
date. The notes may be prepaid, in whole or in 
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part, at any time without prior notice or premium. 
There will be no closing or related charges with re- 
spect to such bank loans. Assuming a 19% prime 
rate, the effective interest cost of borrowings from 
Citibank with a commitment fee of .25% on the 
principal would be 19.25%. 


Consolidated seeks to have the 5% limitation in 
condition (3) of the first sentence of the Section 
6(b) exemption from the provisions of Section 6(a) 
of the Act raised to 12% from the order date in this 
matter through May 31, 1982. Such an increase 
would permit Consolidated to have outstanding at 
any one time up to $100,000,000 aggregate princi- 
pal amount of short-term, unsecured bank notes 
and commercial paper. 


Consolidated proposes to make, from time to time 
up to May 31, 1982, open account advances 
aggregating up to $279,500,00 to its subsidiary 
companies for inventory gas financing and working 
capital. However, these advances will not exceed 
$225,000,000 at any one time. Such advances 
would be made as requested by each subsidiary 
and will be repaid within a year of the first advance 
to such subsidiary company. Interest would be at 
substantially the same effective rate of interest as 
the related gas storage bank loan, sale of com- 
mercial paper, and/or bank borrowing by Consoli- 
dated. If there is no outstanding short-term debt, 
the interest rate would be at the prime commercial 
rate of interest in effect from time to time at Chase 
Manhattan. Such advances will be made up to the 
following principal amounts: 


CNG Producing Company $ 50,000,000 
Consolidated Gas Supply Coropration 100,000,000 
Consolidated System LNG Company 25,000,000 
The East Ohio Gas Company 50,000,000 
The Peoples Natural Gas Company 50,000,000 
The River Gas Company 1,500,000 
West Ohio Gas Company 3,000,000 


Total $279,500,000 


The subsidiary companies propose to issue to 
Consolidated, and Consolidated proposes to ac- 
quire, up to $113,000,000 principal amount of 
nonnegotiable, long-term notes maturing in the 
years coinciding with the scheduled retirements of 
Consolidated’s debentures planned for issuance 
and sale in 1981, or over a period of time to be de- 
termined by the officers of Consolidated. In the 
event Consolidated does sell debentures in 1981 
and any such long-term loans will have been made 
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prior thereto, then the rate of interest shall be ret- 
roactively adjusted to be substantially equal to the 
effective cost of money to Consolidated through 
such sale. If Consolidated does not sell deben- 
tures in 1981, the long-term notes would bear in- 
terest at 13%, a rate predicated on and substan- 
tially equal to the effective cost of money to 
Consolidated through the issuance and sale by 
Consolidated of its 12%% Debentures due October 
1, 2000. Interest shall be paid semi-annually. Such 
loans would partially finance the subsidiaries’ 
1981 capital expenditures and would be made up 
to the following principal amounts: 


Company 

CNG Producing Company 

Consolidated Gas Supply 
Corporation 

Consolidated Natural Gas 
Service Company, Inc. 

The River Gas Company 

West Ohio Gas Company 


$ 27,000,000 
83,000,000 


500,000 
1,000,000 
1,500,000 


Total $113,000,000 


Consolidated proposes to purchase from the four 
subsidiaries listed below, and such subsidiaries 
propose to issue and sell to Consolidated, an ag- 
gregate of $42,700,000 of capital stock at par 
value. The sales would be made as needed by the 
subsidiaries from time to time through May 31, 
1982. Consolidated would make such purchases 
primarily from internal funds. The amounts and 


number of shares per subsidiary would be as fol- 
lows: 


Number of 
Shares 
12,000 
($100 par) 
200,000 
($100 par) 
15,000 
($100 par) 
200,000 
($100 par) 


Aggregate 
Par Value 
$ 1,200,000 


Subsidiary 
CNG Coal Company 


CNG Producing Company 20,000,000 


CNG Research Company 1,500,000 
Consolidated Gas Supply 


__ 20,000,000 
Corporation 


$42,700,000 


Consolidated requests an exception from the com- 
petitive bidding requirements of Rule 50(b) pursu- 
ant to Paragraph (a)(5) with respect to the sale of 
commercial paper because such commercial 
paper will have maturities of nine months or less, 
current rates for commercial paper for prime bor- 
rowers, such as Consolidated, are published daily 
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in financial publications and it is not practical to in- 
vite competitive bids for commercial paper. Con- 
solidated also proposes that the Rule 24 certifi- 
cates of notification regarding the proposed 
transactions be filed on a quarterly basis. 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
to be $10,500. 


The Public Service Commission of West Virginia 
has authorized the open account advances, long- 
term borrowings, and common stock issuances by 
Gas Supply. The Public Utilities Commission of 
Ohio has jurisdiction over the long-term borrowing 
by River and West Ohio. No other state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 22058) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended by and it 
hereby is granted and permitted to become effec- 
tive forthwith, subject to the conditions of Rule 24, 
including the conditions set forth in Rule 24(c)(2), 
except that the certificates required by Rule 24 
shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22088/June 16, 1981 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


NORTHEAST UTILITIES SERVICE COMPANY 

THE CONNECTICUT LIGHT AND POWER 
COMPANY 

THE HARTFORD ELECTRIC LIGHT COMPANY 

WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

HOLYOKE WATER POWER COMPANY 


(37-2) 


SUPPLEMENTAL ORDER AUTHORIZING EX- 
TENSION OF PERIOD FOR THE ISSUANCE OF 
LONG-TERM NOTES BY SERVICE COMPANY 
AND ACQUISITION BY HOLDING COMPANY 


Northeast Utilities Service Company (‘Service 
Company’), a subsidiary service company of 
Northeast Utilities (‘Northeast’), a registered 
holding company, and its above-named associate 
electric utility companies, have filed with this Com- 
mission a post-effective amendment to the 
application-declaration in this proceeding pursuant 
to Sections 6(a), 7, 9(a), 10, and 13(b) of the Pub- 
lic Utility Holding Company Act of 1935 (‘‘Act’). 


By order dated June 30, 1966 (HCAR No. 15519), 
the Commission, among other things, authorized 
Service Company to issue and sell to Northeast 
for cash, and Northeast to acquire, during a five- 
year period commencing June 30, 1966, up to 
$3,000,000 aggregate principal amount to be out- 
standing at any one time of long-term unsecured 
notes of Service Company to bear interest at a 
rate of not more than one-quarter of one percent 
above the commercial bank prime rate on short- 
term loans in effect in Hartford, Connecticut. 


By orders dated July 30, 1969, January 29, 1971, 
and June 15, 1976 (HCAR Nos. 16437, 16980, 
and 19574), the Commission, among other things, 
authorized increases in the aggregate principal 
amount of such notes to be issued and sold by 
Service Company to Northeast to the present limit 
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of $10,000,000 aggregate principal amount at any 
one time outstanding and also extended the au- 
thorization with respect to the issuance and sale of 
notes to June 30, 1981. The aggregate capital of 
Service Company, including its outstanding notes 
and capital stock, will be maintained at all times at 
an amount not to exceed the sum of two months’ 
operating expenses. 


Applicants-declarants now propose to further ex- 
tend the period during which the notes may be 
issued to June 30, 1986, in order to permit Service 
Company to meet and maintain its net cash re- 
quirements for working capital. Such long-term 
unsecured notes, which will not exceed 
$10,000,000 maximum aggregate principal 
amount at any one time outstanding, will mature 
40 years from the date the first of such notes 
are issued, will bear interest at a rate not more 
than 120% of the commercial bank prime rate on 
short-term loans in effect from time to time in 
Hartford, Connecticut, and may be repaid at any 
time without premium. In all other respects, the 
notes with the exception of central warehousing 
inventory financing will carry the same terms and 
provisions and be subject to the same limitation on 
the aggregate capital of Service Company as the 
notes authorized under the June 30, 1969, order. 


No fees or expenses will be incurred in connection 
with the proposed transactions. No state commis- 
sion or federal commission, other than this Com- 
mission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under The Act (HCAR No. 22050), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
amended application-declaration be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22089/June 16, 1981 


In the Matter of 


THE SOUTHERN COMPANY 
Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 


(70-6599) 


NOTICE OF PROPOSED CREATION OF CON- 
SULTING SUBSIDIARY TO RENDER SERVICES 
TO NON-AFFILIATES 


The Southern Company, a registered holding com- 
pany, has filed an application-declaration and an 
amendment thereto with this Commission pursu- 
ant to Sections 9(a), 10, 12(b) and other applica- 
ble sections of the Public Utility Holding Company 
Act of 1935 (‘Act’) and rules promulgated there- 
under, including Rules 45 and 87. 


Southern proposes to form a new, wholly-owned 
subsidiary (“New Subsidiary’) and to acquire its 
stock or make capital contributions of up to 
$1,000,000 for initial operations. New Subsidiary 
will sell management, technical and training serv- 
ices to non-affiliates. Prospective clients would in- 
clude, unaffiliated domestic or foreign governmen- 
tal agencies, public utilities, industrial concerns, or 
entities owning, operating or performing services 
for any of them. New Subsidiary will offer its serv- 
ices in the open market which is competitive. 


Initially, New Subsidiary will rely on Southern Sys- 
tem’s management. Eventually, as significant 
business is developed, it intends to employ its own 
permanent management, marketing and adminis- 
trative staff. It will employ Southern Company 
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Services, Inc. (“Services”) to perform all necessa- 
ry financial, accounting an internal auditing. It will 
reimburse Services and any other associate com- 
pany for the full costs of any services supplied or 
personnel used in its business, using a work order 
system as prescribed in the Uniform System of Ac- 
counts for Mutual and Subsidiary Service Com- 
panies. Southern believes that the accumulated 
skills and experience of the Southern System in 
planning, managing and operating all aspects of 
its utility business would be of great value to non- 
affiliate clients. It also states that such business 
will spread the fixed costs of Services and of the 
operating utility companies over a broader base 
and permit the retention of skilled personnel dur- 
ing off-peak construction periods. All profits or 
losses will accrue to New Subsidiary and, indirect- 
ly, to Southern, and no obligations or unreim- 
bursed costs are to be incurred by any other asso- 
ciate company. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission's Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by 
July 10, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant-declarant at the 
address specified above. Proof of service (by affi- 
davit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. Any request 
for a hearing shall identify specifically the issues 
of fact or law that are disputed. A person who so 
requests will be notified of any hearing, if ordered, 
and will receive a copy of any notice or order is- 
sued in this matter. After said date, the 
application-declaration, as amended or as it may 
be further amended, may be granted and permit- 
ted to become effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22090/June 18, 1981 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 
Shreveport, Louisiana 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-6566) 


ORDER AUTHORIZING PUBLIC UTILITY SUB- 
SIDIARY TO ISSUE COMMON STOCK TO PAR- 
ENT HOLDING COMPANY 


Central and South West Corporation (‘CSW’), a 
registered holding company, and West Texas Utili- 
ties (“WTU”), a public utility subsidiary of CSW, 
have filed a post-effective amendment to an 
application-declaration previously filed with this 
Commission pursuant to Sections 6,7,9,10 and 
12(f) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 50(a)(3) promulgated there- 
under. 


By an order issued April 24, 1981 (HCAR No. 
22028) in this matter, CSW was authorized to, 
among other matters, make capital contributions 
of up to $10,000,000 to WTU through August 31, 
1981. It is now proposed that such authorization 
be altered to permit WTU to issue five shares of its 
common stock, par value $22 per share, to CSW 
for $10,000,000 in lieu of a capital contribution of 
like amount. The difference in accounting treat- 
ment for WTU is that $110 would be allocated to 
stated capital and $9,999,890 would be allocated 
to paid-in capital, rather than having the entire 
$10,000,000 allocated to paid-in surplus. 
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Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act 
and the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
4935 
Release No. 22091/June 18, 1981 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT 
COMPANY 

Madison Avenue at Punch Bowl Road 

Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19605 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 19507 


MAINE YANKEE ATOMIC POWER COMPANY 
Edison Drive 
Augusta, Maine 04336 


(70-6606) 


NOTICE OF PROPOSED SALE OF EQUIPMENT 
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Jersey Central Power & Light Company 
(“JCP&L”), Metropolitan Edison Company (‘“Met- 
Ed’’), and Pennsylvania Electric Company 
(“PENELEC’”), subsidiaries of General Public Utili- 
ties Corporation, a registered holding company, 
and Maine Yankee Atomic Power Company 
(“MYAPCO”), a subsidiary of the New England 
Electric System and Northeast Utilities, registered 
holding companies, have filed a joint application- 
declaration and an amendment thereto with this 
Commission pursuant to Sections 9(a), 10, and 
12(d) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 44 promulgated thereunder. 


JCP&L, Met-Ed and PENELEC (collectively, the 
“Owners’’) propose to sell, and MYAPCO pro- 
poses to acquire, a turbine-driven steam generator 
feedwater pump and one spare rotating element 
(together the “Pump’’) belonging to the Owners 
and located at the Three Mile Island Nuclear 
Generating Station Unit No. 2 (‘““TMI-2’’). The 
Pump is not presently being used and will not be 
used for an estimated five to seven years. 
MYAPCO seeks to acquire the Pump because a 
feedwater pump at its plant in Wiscasset, Maine 
has to be replaced and there is a lengthy lead time 
for purchasing such pumps from the manufacturer. 
The sale would provide the Owners with neces- 
sary cash and relieve them of the cost and risk of 
maintaining and securing the pump while inactive. 


The contract price would be $228,918. This price 
includes the Owners’ depreciated book costs 
(including overhead and allowance for funds used 
during construction) of $181,512 as of Decem- 
ber 31, 1980. The contract price also includes an 
amount estimated to be $47,406 representing the 
income tax effect on the difference between the 
Owner’s book costs and bases of the Pump plus 
an amount to compensate for income taxes on 
such difference. 


The contract price will be paid in escrow by 
MYAPCO to the Owners’ bond indenture trustees. 
The escrow will be terminated upon the Owners 
obtaining necessary authorization by their boards 
of directors as well as by federal and state 
agencies for the proposed actions. If such authori- 
zation is not received, MYAPCO will return the 
Pump and the cash in escrow will be returned to 
MYAPCO, less cost incurred to undo the transac- 
tion. The Pump would be purchased in its “as is, 
where is’ condition, subject to the liens of the 
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Owners’ bond indentures. Such liens would be re- 
leased upon termination of the escrow and release 
of the funds to the Owners for deposit with the 
trustees under applicable indenture provisions. In 
addition to the contract price, MYAPCO would pay 
costs associated with transferring the Pump to 
MYAPCO’s plant as well as other applicable costs 
including expenses for taxes, regulatory authori- 
zation, and mortgage releases. 


MYAPCO has agreed to purchase and deliver to 
TMI-2, at its cost and risk, a new pump. The new 
pump would be of the same type or a compatible 
type if the same type is unavailable. MYAPCO 
would be paid $181,512, which represents the 
Owners book costs exclusive of dismantling or 
shipping costs or grossing-up taxes. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission’s Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by 
July 13, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant-declarants at 
the addresses specified above. Proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. Any 
request for a hearing shall identify specifically the 
issues of fact or law that are disputed. A person 
who so requests will be notified of any hearing, if 
ordered, and will receive a copy of any notice or 
order issued in this matter. After said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22092/June 18, 1981 


In the Matter of 


TRANSWESTERN PIPELINE COMPANY 
P.O. Box 2521 
Houston, Texas 77001 


(31-783) 


NOTICE OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 2(a)(4) 


NOTICE IS HEREBY GIVEN that Transwestern 
Pipeline Company (‘Transwestern’), an interstate 
pipeline company, has filed with this Commission 
an application and an amendment thereto pursu- 
ant to Section 2(a)(4) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) for an order 
declaring it not to be a ‘gas utility company” under 
the Act. All interested persons are referred to the 
amended application, which is summarized below, 
for a description of applicant and a statement of 
the basis upon which the exemption is sought. 


Transwestern is an interstate pipeline company, 
directly engaged in the interstate transportation 
and sale of natural gas. Transwestern is also en- 
gaged, through subsidiaries, in oil and gas explo- 
ration and in other non-utility businesses. At 
December 31, 1980, Transwestern’s consolidated 
assets were approximately $425 million, and its 
gas revenues for the year then ended were ap- 
proximately $776 million. Transwestern’s pipeline 
system extends from West Texas and Oklahoma 
to the California-Arizona border. 


More than 99% of Transwestern’s capital stock is 
directly owned by a wholly owned subsidiary of 
Texas Eastern Corporation (“Texas Eastern’). 
Texas Eastern is a diversified company engaged 
directly and through subsidaries in the interstate 
transportation of natural gas for resale, oil and gas 
exploration, real estate and other non-utility busi- 
nesses. At December 31, 1980, Texas Eastern’s 
consolidated assets were approximately $3.3 
billion; for the year then ended consolidated oper- 
ating revenues were approximately $4.3 billion, 
and consolidated net income was approximately 
$220 million. 
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Transwestern’s natural gas sales, by types of and 
average number of customers, for the year ended 
December 31, 1980, were as follows: 


Amount Average No. 
(000’s omitted) of customers 
Municipal $ 124 1 
Gas Utilities 635,222 i 
Pipeline Companies 
and Gas Producers 
Manufacturers and 
other Industrial 1,114 1 
Farm, Rural and 
Irrigation 704 67 
$ 775,747 ee 


138,583 1 


Transwestern’s rural sales constituted .098% of its 
total gas sales for 1980. Applicant states that such 
sales are made exclusively pursuant to ‘‘tap”’ 
clause arrangements entered into with landowners 
in exchange for right-of-way grants. Transwestern 
has entered into such contracts with hundreds of 
rural landowners in Texas, Oklahoma and New 
Mexico, and presently serves about 70 such cus- 
tomers. Under these arrangements, a short line is 
laid from the pipeline to a point on the customer’s 
property where a gas meter is installed, and gas 
delivery from there to the points of use is the cus- 
tomer’s responsibility through his own facilties. The 
terms of sale are set under contract. Transwestern 
does not engage in any distribution to identifiable 
communities within geographic areas designated 
under franchises. Applicant further states that its 
rural sales are of a special and limited character 
within the meaning of Panhandle Eastern Pipe 
Line Company, HCAR No. 22060 (May 21, 1981). 


Transwestern has applied for an order declaring it 
not to be a ‘gas utility company” pursuant to Sec- 
tion 2(a)(4) of the Act. Section 2(a)(4) provides 
that the Commission may declare a company not 
to be a “gas utility company” if it finds that “(A) 
such company is primarily engaged in one or more 
businesses other than the business of a gas utility 
company, and (B) by reason of the small amount 
of natural or manufactured gas distributed at retail 
by such company it is not necessary in the public 
interest or for the protection of investors and con- 
sumers that such company be considered a gas 
utility company for the purposes of [the Act].” Rule 
10(a)(1) under the Act provides that a company 
shall be exempt from the duties, liabilities and obli- 
gations imposed under the Act upon it as a “hold- 
ing company” with respect to a subsidiary which, 
insofar as it is a public utility company, is declared 
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not to be a “gas utility company” under Section 
2(a)(4). 


The application and any amendments thereto are 
available for public inspection through the Com- 
mission Office of Public Reference. Interested per- 
sons wishing to comment or request a hearing 
should submit their views in writing by July 16, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve 
a copy on the applicant at the address specified 
above. Proof of service (by affidavit or, in case of 
an attorney-at-law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the application, as amended or as 
it may be further amendment, may be granted. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22093/June 18, 1981 


In the Matter of 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


(70-6588) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF PREFERRED STOCK 


Monongahela Power Company (‘‘Monongahela’), 
an electric utility subsidiary company of Allegheny 
Power System, Inc., a registered holding compa- 
ny, has filed a declaration with this Commission 
pursuant to Sections 6(a), 7, and 12(e) of the Pub- 
lic Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rules 42 and 50 thereunder. 
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Monongahela proposes to amend its Charter so as 
to increase the number of shares of Cumulative 
Preferred Stock which it is authorized to issue 
from 690,000 shares to 940,000 shares and to is- 
sue and sell at competitive bidding an aggregate 
amount, not to exceed 250,000 shares, of its 
$ Cumulative Preferred Stock, Series K, par 
value $100 per share. The stock may have a sink- 
ing fund if required under the circumstances. The 
proceeds from the sale of the preferred stock are 
expected to be used, together with other funds, to 
pay or pre-pay to the extent desirable Mononga- 
hela’s short-term debt and to operate its business 
as an electric utility, including the financing of its 
construction program which is estimated for 1981 
at $55 million for 1982 at between $54 and $56 
million. 


The issuance and sale of the preferred stock has 
been authorized by The Public Utilities Commis- 
sion of Ohio. No other state commission and no 
federal ccomission, other than this Commission, 
has jurisdiction over the transactions. The fees 
and expenses to be incurred by Monongahela in 
connection with the transactions are estimated at 
$107,000. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22017), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11813/June 12, 1981 


In the Matter of 


HEIZER CORPORATION 
20 North Wacker Drive 
Chicago, Illinois 60606 


(812-4811) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 57(a)(4) OF 
THE ACT AND RULE 17d-1 THEREUNDER 
PERMITTING CERTAIN PROPOSED TRANSAC- 
TIONS 


NOTICE IS HEREBY GIVEN THAT Heizer Corpo- 
ration (“Applicant”) filed an application on Janu- 
ary 16, 1981, for an order pursuant to Section 6(c) 
of the Investment Company Act of 1940 (‘‘Act’’) to 
permit Applicant under Section 57(a)(4) of the Act 
and Rule 17d-1 thereunder, to provide for its offi- 
cers and employees a Simplified Employee Pen- 
sion Plan qualified under Section 408(k) of the In- 
ternal Revenue Code of 1954 (‘‘Code’’). All 
interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


According to the application, Applicant is a busi- 
ness development company within the meaning of 
Section 2(a)(48)(A) and (B) of the Act, and has 
elected to become subject to the provisions of 
Section 55 through 65 of the Act. 


Applicant represents that on April 11, 1980, it es- 
tablished a Simplified Employee Pension Plan 
(‘Plan’), under Section 408(k) of the Code. Appli- 
cant states that the Plan is a Model Plan set forth 
on Internal Revenue Service Form 5305-SEP (Au- 
gust 1979) (“IRS Form’). Applicant states that un- 
der the terms of Section 408(k) of the Code and 
the instructions to the IRS Form, Applicant is 
permitted to make diiscretionary contributions to 
the Individual Retirement Accounts or Individual 
Retirement Annuities (“IRA’s) selected and estab- 
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lished by each eligible employee so long as the 
IRA chosen by the employee is either a model IRA 
executed on a IRS form or a master or prototype 
IRA upon which a favorable opinion letter has 
been issued by the Internal Revenue Service 
(“IRS”). 


Applicant further represents that for purposes of 
the Plan, all its employees who are at least 25 
years of age and who have worked for Applicant in 
no less than three of the immediately preceding 
five calendar years must be eligible to participate. 
As permitted by Section 408/k)(3)(B) of the Code, 
Applicant's employees covered under certain col- 
lective bargaining agreements are excluded from 
the Plan. Applicant, however, presently has no 
such employees. Applicant states that while it is 
not required to make any contributions pursuant to 
the Plan in any given year, if contributions are 
made, they must be made on behalf of all eligible 
employees whether or not such employees are still 
employed by Applicant at the time the contribu- 
tions are made. 


Applicant also represents that Applicant’s Board of 
Directors determines, in its sole discretion, wheth- 
er contributions are to be made pursuant to the 
Plan for any given calendar year, and if so, the 
percentage of compensation to be contributed. Ap- 
plicant states that, provided by Section 408(k) of 
the Code, contributions to any eligible employee’s 
IRA may not exceed the lesser of $7,500 or 15 
percent of such employee's total compensation for 
the calendar year for which the contribution is 
made, and all such contributions must represent 
the same percentage of each eligible employee's 
total compensation (excluding compensation in 
excess of $100,000 and any contribution made to 
the plan). Applicant further states that in no case 
may contributions discriminate in favor of any offi- 
cer of Applicant, ten percent shareholder of Appli- 
cant, self-employed individual or highly compen- 
sated employee of Applicant. Applicant also states 
that once Applicant’s Board of Directors has deter- 
mined to make a contribution, each eligible em- 
ployee is notified in writing of the determination 
and the contribution is sent to the fiduciary chosen 
by the employee. Once made, contributions vest 
immediately, and Applicant has no control over or 
rights to the employee’s IRA or the funds which 
Applicant has contributed thereto. Applicant repre- 
sents that for 1979 and 1980, it contributed the 
maximum deductible amounts permitted by the 
Code to each eligible employee's IRA and expects 
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to do likewise in future years, although there is no 
assurance that such contributions, if any, will be 
made. 


Applicant represents that the Plan is subject to the 
fiduciary duty requirements and self-dealing prohi- 
bitions of the Employee Retirement Income Secu- 
rity Act of 1974 (“ERISA”) and to simplified report- 
ing and disclosure requirements under both 
ERISA and the Code. Applicant also represents 
that the Plan is the only pension plan currently 
maintained by it for its employees. 


Section 57(a)(4) of the Act and Rule 17d-1 there- 
under provide that it shall be unlawful for any offi- 
cer or employee of a business development com- 
pany, acting as principal, knowingly to participate 
in or to effect any transaction in which such busi- 
ness development company, or a company 
controlled by such business development compa- 
ny is a joint and several participant unless an ap- 
plication regarding such arrangement has been 
filed with the Commission and an order permitting 
such arrangement has been granted by the Com- 
mission. In passing upon such application, the 
Commission is to consider whether the participa- 
tion of such registered investment company is 
consistent with the provisions, policies and pur- 
poses of the Act and the extent to which such par- 
ticipation is on a basis different from or less ad- 
vantageous than that of the other participants. 
Applicant states that its maintenance of the Plan 
and the participation in the Plan by its employees 
could be deemed to constitute a joint enterprise or 
other joint arrangement. Accordingly, Applicant re- 
quests exemption under Section 57(a)(4) and Rule 
17d-1 thereunder to permit Applicant to maintain 
its Plan and continue making contributions to it. 


In support of the Plan, Applicant states that Rule 
17d-1(d)(2) provides an exemption for pension 
plans qualified under Section 401 of the Code. Ap- 
plicant submits that the same legal, factual and 
policy considerations underlying the Commission's 
decision to exempt by rule all plans qualified under 
Section 401 of the Code are equally applicable to 
plans established under Section 408(k) of the 
Code which was enacted in 1978 after Rule 
17d-1(d)(2) was adopted by the Commission. Ap- 
plicant states that Section 408(k) of the Code was 
enacted to provide small businesses, such as Ap- 
plicant, with a less burdensome and expensive 
alternative to the establishment of a plan qualified 
under Section 401 of the Code. 
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Applicant further submits that the Plan is consist- 
ent with the provisions, policies and purposes of 
the Act insofar as (1) the amounts which may be 
contributed to an eligible employee’s IRA for any 
calendar year are limited by Section 408(k) of the 
Code and the terms of the Plan to the lesser of 
$7,500 or 15 percent of each eligible employee's 
total compensation; (2) all employees must be 
treated on a non-discriminatory basis; (3) contribu- 
tions become fully vested immediately; (4) neither 
the IRA’s of the participating employees nor Appli- 
cant’s contributions thereto, once made, are under 
Applicant’s control; and (5) the Plan is subject to 
the reporting and disclosure requirements of the 
Code and ERISA and to the fiduciary requirements 
and self-dealing prohibitions of ERISA. Applicant 
also submits that its maintenance of, and partici- 
pation in, the Plan are not less advantageous to 
Applicant and its shareholders than to any of its 
participating employees because the Plan enables 
Applicant to provide tax deductible pension bene- 
fits to employees which enhance Applicant's ability 
to attract and retain qualified employees. 


Section 6(c) provides that the Commission, by or- 
der upon application, may exempt any transaction 
from the provisions of the Act if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended 
by the policies and provisions of the Act. 


NOTICE IS FURTHER GIVEN THAT any interest- 
ed person may, not later than July 7, 1981 at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for his request and the issues of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon Applicant at its address stated 
above. Proof of service (by affidavit or, in the case 
of an attorney-at-law, by certificate) should be filed 
contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission's 
own motion. Persons who request a hearing or ad- 
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vice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter 
including the date of the hearing (if ordered) and 
any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11814/June 12, 1981 


In the Matter of 


THE CAPITOL LIFE INSURANCE COMPANY 
CAPITOL LIFE SEPARATE ACCOUNT A 
1600 Sherman Street 

Denver, Colorado 80203 


and 


SECURITY FIRST FINANCIAL, INC. 
1800 Avenue of the Stars 
Los Angeles, California 90067 


(812-4853) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTIONS FROM SEC- 
TIONS 26(a) and 27(c)(2) OF THE ACT AND 
PURSUANT TO SECTION 11 OF THE ACT AP- 
PROVING CERTAIN OFFERS OF EXCHANGE. 


Capitol Life Insurance Company (“Capitol Life’), a 
stock life insurance company organized under the 
laws of the State of Colorado, and Capitol Life 
Separate Account A (‘Separate Account’) estab- 
lished by Capitol Life and registered as a unit in- 
vestment trust under the Investment Company Act 
of 1940 (‘Act’) and Security First Financial, Inc. a 
registered broker-dealer and the principal under- 
writer for the Separate Account, filed an applica- 
tion on March 27,1981 for an amended order pur- 
suant to Section 11 of the Act, approving certain 
offers of exchange, and pursuant to Section 6(c) of 
the Act, exempting the Applicants from the provi- 
sions of Sections 26(a) and 27(c)(2) of the Act. 
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The requested order would supplement the 
exemptive relief previously granted (i) to the ex- 
tent necessary to include a new Group Single Pay- 
ment Variable Annuity Contract (“New Contract’), 
to be issued by Capitol Life and funded in the Sep- 
arate Account; and (ii) to the extent necessary to 
include the New Contract in the exemptions under- 
lying the current safekeeping arrangement of the 
Separate Account, previously granted pursuant to 
Section 6(c). 


On May 20, 1981, a notice was issued (Investment 
Company Act Release No. 11787) of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No hearing has been requested and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. Accord- 
ingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the 
Act, that the requested exemptions from Sections 
26(a) and 27(c)(2) of the Act be, and hereby are, 
granted, and pursuant to Section 11 of the Act that 
the proposed offers of exchange, be, and hereby 
are, approved, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11815/June 12, 1981 


In the Matter of 


DREYFUS CASH RESERVES, INC. 
600 Madison Avenue 
New York, New York 10022 


(812-4865) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 and 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Dreyfus Cash 
Reserves, Inc. (“Applicant”), an open-end, diversi- 
fied management investment company registered 
under the Investment Company Act of 1940 
(“Act”), filed an application on April 17, 1981, re- 
questing an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, to the extent 
necessary to permit Applicant to value its portfolio 
securities using the amortized cost method of 
valuation. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained there- 
in, which are summarized below. 


Applicant states that it filed a registration state- 
ment on form N-1 under the Securities Act of 
1933 with the Commission on April 1, 1981. Appli- 
cant represents that it is a “money market” fund 
designed as an investment vehicle for investors 
who desire to place assets in money market in- 
struments where the primary considerations are 
safety, liquidity and, to the extent consistent with 
the foregoing, a high income return. 


According to the application, Applicant's portfolio 
may be invested in a variety of the following instru- 
ments: securities issued or guaranteed by the 
United States government or any of its agencies or 
instrumentalities; certificates of deposit, including 
those issued by domestic banks; bankers’ accept- 
ances; and commercial paper. Applicant states 
that all its investments will consist of obligations 
maturing within one year from the date of acquisi- 
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tion and the average weighted maturity of all its in- 
vestments on a dollar-weighted basis will be 120 
days or less. 


As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
as determined in good faith by the board of direc- 
tors. Rule 22c—1 adopted under the Act provides, 
in part, that no registered investment company or 
principal underwriter therefor issuing any redeem- 
able security shall sell, redeem or repurchase any 
such security except at a price based on the cur- 
rent net asset value of such security which is next 
computed after receipt of a tender of such security 
for redemption or of an order to purchase or to sell 
such security. Rule 2a—4 adopted under the Act 
provides, as here relevant, that the ‘current net 
asset value” of a redeemable security issued by a 
registered investment company used in computing 
its price for the purposes of distribution and re- 
demption shall be an amount which reflects calcu- 
lations made substantially in accordance with the 
provisions of that rule, with estimates used where 
necessary or appropriate. Rule 2a—4 further states 
that portfolio securities with respect to which mar- 
ket quotations are readily available shall be valued 
at current market value, and that other securities 
and assets shall be valued at fair value as deter- 
mined in good faith by the board of directors of the 
registered company. Prior to the filing of the appli- 
cation, the Commission expressed its view that, 
among other things: (1) Rule 2a—4 under the Act 
requires that portfolio instruments of “money mar- 
ket” funds be valued with reference to market fac- 
tors, and (2) it would be inconsistent, generally, with 
the provisions of Rule 2a-4 for a “money market” 
fund to value its portfolio instruments on an amor- 
tized cost basis (Investment Company Act Release 
No. 9786, May 31, 1977). 


Applicant states that experience indicates that two 
qualities are helpful in attracting investment: (1) 
stability of principal and (2) steady flow of invest- 
ment income. Applicant maintains that by utilizing 
high quality money market instruments of short 
maturities combined with a stable net asset value, 
it can provide these features to investors. The Ap- 
plicant states that its board of directors has deter- 
mined in good faith in light of the characteristics of 
Applicant, that the amortized cost method of valuing 
portfolio securities is appropriate and preferable for 
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the Applicant and reflects fair value of such securi- 
ties. Accordingly, Applicant requests exemptions 
from Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 thereunder to the extent necessary to permit 
Applicant to value its portfolio by means of the amor- 
tized cost method of valuation. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities or transactions, 
from any provision under the Act or any rule or 
regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection 
of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Applicant expressly consents to the imposition of 
the following conditions in any order granting the 
relief it requests: 


1. In supervising the Applicant’s operations and 
delegating special responsibilities involving portfo- 
lio management to the Applicant’s investment ad- 
viser, the Applicant’s board of directors under- 
takes—as a particular responsibility within the over- 
all duty of care owed to its shareholders—to estab- 
lish procedures reasonably designed, taking into ac- 
count current market conditions and the Applicant's 
investment objectives to stabilize the net asset value 
per share of the Applicant, as computed for the pur- 
pose of distribution, redemption and repurchase, at 
$1.00 per share. 


2. Included within the procedures to be adopted by 
the board of directors shall be the following: 


(a) Review by the board of directors, as 
it deems appropriate and at such inter- 
vals as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share as determined by using 
available market quotations from the 
amortized cost price per share, and 
maintenance of records of such review." 





'To fulfill this condition, the Applicant will use ac- 
tual quotations or estimates of market value re- 
flecting current market conditions selected by its 
board of directors in the exercise of its discretion 
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(b) In the event such deviation from the 
$1.00 amortized cost price per share 
exceeds 2 of 1%, the board of directors 
will promptly consider what action, if 
any, should be initiated. 


(c) Where the board and directors be- 
lieves the extent of any deviation from 
the $1.00 amortized cost price per 
share may result in material dilution or 
other unfair results to investors or ex- 
isting shareholders, it shall take such 
action as it deems appropriate to elimi- 
nate or to reduce to the extent reasona- 
bly practicable such dilution or unfair re- 
sults, which action may include: 
redemption of shares in kind; the sale of 
portfolio securities prior to maturity to 
realize capital gains or losses, or to 
shorten the average portfolio maturity; 
withholding dividends; or utilizing a net 
asset value per share as determined by 
using available market quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share; 


provided, however, that Applicant will not (a) pur- 
chase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity in excess of 
120 days.? 


4. Applicant will record, maintain and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modifications 





FOOTNOTE, Continued 


to be appropriate indicators of value. The quota- 
tions or estimates utilized may include, inter alia, 
(i) quotations or estimates of market value for indi- 
vidual portfolio instruments, or (ii) values obtained 
from yield data relating to classes of money mar- 
ket instruments furnished by reputable sources. 


2In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted av- 
erage portfolio maturity in excess of 120 days, Ap- 
plicant will invest its available cash in such a man- 
ner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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thereto) described in condition 1 above, and Appli- 
cant will record, maintain and preserve for a peri- 
od of not less than six years (the first two years in 
an easily accessible place) a written record of the 
board of directors’ considerations and actions 
taken in connection with the discharge of its re- 
sponsibilities, as set forth above, to be included in 
the minutes of the board of directors’ meetings. 
The documents preserved pursuant to this condi- 
tion shall be subject to inspection by the Commis- 
sion in accordance with Section 31(b) of the Act as 
though such documents were records required to 
be maintained pursuant to rules adopted under 
Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements if any, to those 
United States dollar-denominated instruments 
which the board of directors determines present 
minimal credit risk and which are of high quality as 
determined by any major rating service or, in the 
case of any instrument that is not rated, of compa- 
rable quality as determined by the board of direc- 
tors. 


6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as 
to whether any action pursuant to condition 2(c) 
was taken during the preceding fiscal quarter, and, 
if any action was taken, will describe the nature 
and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 6, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rites and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application will be issued as 
of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or 
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upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11816/June 12, 1981 


In the Matter of 


PRECIOUS METALS HOLDING, INC. 

HARBOR CAPITAL MANAGEMENT 
COMPANY, iNC. 

FREDERICK G. P. THORNE 

JACK M. BARBOUR 

FRANS J. C. CRONJE 

THEODORE C. HAFFENREFFER, JR. 

JOHN E. LAWRENCE 

GEORGES J. MULLER 

JOSEPH W. POWELL, JR. 

A. R. O. WILLIAMS 

60 State Street 

Boston, Massachusetts 02109 


(812-4873) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Precious Metals 
Holdings, Inc. (the “Fund’), registered under the 
Investment Company Act of 1940 (‘Act’) as a 
closed-end, diversified, management investment 
company; Harbor Capital Management Company, 
Inc., the investment adviser to the Fund (‘‘Har- 
bor’); and Frederick G. P. Thorne, Jack M. Bar- 
bour, Frans J. C. Cronje, Theodore C. Haffen- 
reffer, Jr., Jonn E. Lawrence, Georges J. Muller, 
Joseph W. Powell, Jr. and A. R. O. Williams direc- 
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tors of the Fund who are defendants in a share- 
holder derivative action (“Defendant Fund Direc- 
tors’), filed an application on May 8, 1981, 
pursuant to Section 17(d) of the Act and Rule 
17d-1 promulgated thereunder for an Order of the 
Commission permitting participation in the settle- 
ment of the pending shareholder derivative action 
described below by the Fund; the Defendant Fund 
Directors; Harbor; Alan S. Fields, Lawrence J. 
Marks, Malcolm Pirnie, Ill, Richard A. Spindler; 
and Cyrus A. Ansary, Joseph L. Castle, George F. 
Ellis, Jr., Stewart A. Gardner, Stephen Hartwell, 
Omer L. Hirst, James R. Kleeblatt, Peter J. Knop, 
Merle Thorpe, Jr., Wentz Corporation and Devel- 
opment Planning Corporation (collectively, the 
“Shareholders Group’). All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein, which are summarized below. 


Applicants state that the Fund is a Delaware cor- 
poration and has its principal place of business at 
60 State Street, Boston, Massachusetts. Appli- 
cants state that the principal investment objective 
of the Fund is to seek long-term capital apprecia- 
tion and protection of the purchasing power of the 
shareholders’ capital. The generation of current in- 
come is only a secondary objective. 


Applicants state that pursuant to such objective it 
is the Fund’s policy to invest not less than 80% of 
its net assets in securities of companies engaged 
in (or receiving at least 50% of their revenues from 
other companies engaged in) mining, processing 
or dealing in gold or other precious metals and 
minerals. Applicants state that the Fund also has a 
subsidiary which is authorized to invest directly in 
gold bullion and other precious metals. The By- 
Laws of the Fund provide for the indemnification of 
its directors under certain circumstances. The 
Fund’s shares are traded on the over-the-counter 
market and are listed on the American and Pacific 
Stock Exchanges. 


Applicants state that, prior to November 9, 1979, 
the Fund’s investment adviser was Phoenix In- 
vestment Counsel of Boston, Inc. (‘Phoenix’). In 
1979 Phoenix sold certain of its assets and busi- 
ness relating to the provision of investment advice 
and certain management services on behalf of pri- 
vate accounts and the Fund to Harbor. The pur- 
chase and sale to Harbor was effected only after 
approval by the shareholders of the Fund of an in- 
vestment advisory contract with Harbor. 
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Applicants state that Harbor was incorporated in 
Massachusetts on August 9, 1979, with offices at 
60 State Street, Boston, Massachusetts, 02109; 
and is registered as an investment adviser under 
Federal and certain state laws. Applicants state 
that the directors of Harbor are Alan S. Fields, 
Lawrence J. Marks, Malcolm Pirnie, III, Richard A. 
Spindler, E. William Hansen and Frederick G. P. 
Thorne, President and principal executive officer. 


Applicants state that the prospectus, dated Febru- 
ary 19, 1974, for the Fund's initial offering of its 
stock stated that the Fund intended to submit to its 
shareholders within six months a proposal that it 
become an open-end investment company. Said 
prospectus also stated that if that proposal was 
not approved by the Fund’s shareholders at said 
meeting, the proposal would be resubmitted at 
each subsequent annual meeting of the share- 
holders until approved. The proposal that the Fund 
become an open-end investment company has 
been submitted to the shareholders each year but 
has never been approved. 


Applicants state that on April 25, 1980, certain 
shareholders formed The Precious Metals Hold- 
ings, Inc. Shareholders Group and designated rep- 


resentatives to act on the Group’s behalf to take 
whatever course of action was deemed necessary 
to achieve a change in the subclassification of the 
Fund to an open-end investment company, includ- 
ing nominating a slate of candidates for election 
as directors of the Fund and soliciting proxies with 
respect to such slate and with respect to the open- 
end proposal. On July 8, 1980, the Board of Direc- 
tors of the Fund announced that it would recom- 
mend to the Fund’s shareholders that they vote 
against the proposal to open-end the Fund. On 
September 8, 1980, three shareholders, individu- 
ally and on behalf of the Shareholders Group, filed 
a shareholder derivative action in United States 
District Court for the District of Columbia against 
the officers and certain directors of the Fund enti- 
tled Stephen Hartwell, et al. v. Frederick G. P. 
Thorne, et al. In this action (hereinafter referred to 
as the “Litigation’’) the plaintiffs seek to enjoin the 
effect of the vote of the Fund’s shareholders at the 
annual meeting held on October 10, 1980, and fur- 
ther seek, among other relief, (1) an order 
declaring that the 1980 proxy statement and let- 
ters to shareholders disseminated by the defend- 
ants to Fund shareholders violates Section 20(a) 
of the Act, Section 14(a) of the Securities Ex- 
change Act of 1934, and the rules and regulations 
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of the Commission thereunder, and (2) reimburse- 
ment from each non-Fund defendant for alleged 
waste of corporate assets. 


Applicants state that the parties to the Litigation 
have entered into a settlement agreement. As part 
of that settlement agreement, the Fund will pay 
$100,000 to the Shareholders Group to defray a 
portion of their expenses of bringing the share- 
holder derivative action described above, and Har- 
bor will pay to the Fund $50,000. The reasonable 
attorneys’ fees incurred by those directors and of- 
ficers of the Fund who were named as defendants 
in the Litigation will be paid by the Fund, provided 
that independent legal counsel gives a written 
opinion that indemnification for such expenses is 
proper in the circumstances because each of the 
directors and officers has met the applicable 
standards of conduct required by the Fund’s By- 
Laws, and required by Federal and state law. Ap- 
plicants state that the present directors of the 
Fund have agreed to vote to increase the number 
of directors from nine to eleven, to elect Messrs. 
Stephen Hartwell and James R. Kleeblatt, mem- 
bers of the Shareholders Group, as directors of 
the Fund, and to exercise their best efforts to 
cause the election of each of Messrs. Hartwell and 
Kleeblatt, as a director at the 1981 annual meet- 
ing, and thereafter as long as each shall desire to 
serve in such capacity and satisfactorily carry out 
his duties as a director. Among other provisions of 
the settlement agreement, the Fund will provide its 
shareholders in connection with the Fund’s 1981 
meeting of shareholders material prepared by the 
Shareholders Group concerning whether the 
subclassification of the Fund should be changed to 
that of an open-end investment company. In addi- 
tion, the Shareholders Group has agreed not to 
oppose any effort of the Fund directors to change 
the frequency with which the questions of whether 
the Fund should become an open-end investment 
company is presented to shareholders, provided 
that such presentation is made not less frequently 
than biennially. 


Section 17(d) of the Act and Rule 17d-—1 thereun- 
der, taken together provide, among other things, 
that it shall be unlawful for any affiliated person of 
or principal underwriter for any registered invest- 
ment company or any affiliated person of such a 
person or principal underwriter, acting as principal, 
to participate in, or effect any transaction in con- 
nection with any joint enterprise or other joint ar- 
rangement or profit sharing plan in which any such 
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registered company, or a company controlled by 
such registered company, is a participant unless 
an application regarding such joint enterprise, joint 
arrangement or profit sharing plan has been 
granted by an Order of the Commission. In 
passing upon such an application, the Commis- 
sion will consider whether the participation of such 
registered or controlled company in such joint en- 
terprise, joint arrangement or profit sharing plan 
on the basis proposed is consistent with the provi- 
sions, policies and purposes of the Act, and the 
extent to which such participation is on a basis dif- 
ferent from, or less advantageous than, that of 
other participants. 


Applicants submit that the Fund’s participation in 
the settlement of the Litigation under the terms 
outlined above is consistent with the provisions, 
policies and purposes of the Act. Applicants argue 
that consummation of the proposed settlement will 
be advantageous to the Fund because it will free 
its management from having to devote a substan- 
tial amount of time and effort to defending pro- 
tracted litigation. Insofar as the financial payments 
are concerned, Applicants state that the Fund will 
be paying an amount substantially less than the 
legal fees which would be incurred by the fund if 
the Litigation were to proceed through discovery 
proceedings, let alone a trial and appeals thereaf- 
ter. The amount being paid to the Shareholders 
Group represents only a portion of the Sharehold- 
ers Group’s legal fees to date. As a result of Har- 
bor’s payment of $50,000 to the Fund, the Fund’s 
contribution to the settlement, exclusive of indem- 
nification of the Defendant Fund Directors’ legal 
fees, will be no greater than that of Harbor, which 
is not a defendant in the Litigation. Applicants note 
that the legal fees of the Defendant Fund Directors 
will be paid by the Fund only upon receipt of a 
written opinion of independent legal counsel that 
indemnification of such expenses is proper in the 
circumstances present here. 


Furthermore, Applicants submit that the terms of 
the settlement agreement outlined above are ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intend by the policy and provisions of the Act. Ap- 
plicants state that, as a result of the quantity of 
material to be sent to them, the shareholders and 
other interested members of the public, will re- 
ceive an extraordinarily thorough presentation of 
all facets of the issue which precipitated the Litiga- 
tion, i.e. whether the subclassification of the Fund 
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should be changed from closed-end to open-end. 
Applicants have agreed that any Commission 
order entered on this application may be condi- 
tioned upon the District Court's approval of the 
settlement agreement. Accordingly, Applicants 
argue that all the criteria of Rule 17d-1 for granting 
their application are met. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 8, 1981, at 5:30 
p.m. submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the rea- 
sons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission there- 
after orders a hearing upon request or upon the 
Commission's own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices an orders issued in 
this matter, including the date of the hearing (if or- 
dered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11817/June 12, 1981 


In the Matter of 


SCUDDER MANAGED RESERVES, INC. 
175 Federal Street 
Boston, Massachusetts 02110 


(811-2489) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 8(f) OF THE ACT FOR AN OR- 
DER DECLARING APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Scudder Man- 
aged Reserves, Inc. (“Applicant”), a Maryland cor- 
poration registered under the Investment Compa- 
ny Act of 1940 (‘‘Act’’) as an open-end, diversified 
management investment company, filed an appli- 
cation on April 29, 1981, for an order of the Com- 
mission, pursuant to Section 8(f) of the Act, 
declaring that Applicant has ceased to be an in- 
vestment company as defined by the Act. All inter- 
ested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


The application states that on December 9, 1980, 
at a meeting of shareholders, holders of more than 
two-thirds of the issued and outstanding shares of 
common stock of Applicant approved an Agree- 
ment and Plan of Reorganization, which provided 
that Applicant would transfer all of its assets, sub- 
ject to liabilities, to Scudder Cash Investment 
Trust (“SCIT’) in exchange for shares of benefi- 
cial interest in SCIT. The application further states 
that on December 12, 1980, pursuant to this 
Agreement, Applicant received 389,206,907.850 
shares of SCIT, each share having a net asset 
value of $1, had a net value of $389,206,980.79. 
Applicant states that the discrepancy of $72.94 
between the aggregate net asset value of the 
SCIT shares and the net value of the assets of the 
Applicant, which Applicant deems immaterial, re- 
sults from “breakage” in the calculation process. 


The application states that the SCIT shares re- 
ceived by Applicant have been distributed to the 
Applicant's shareholders in proportion to their 
ownership of Appllicant’s shares. No shareholders 
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who held shares in the Applicant in certificated 
form will receive certificates, dividends or other 
distributions with respect to their SCIT shares (al- 
though such dividends and distributions shall be 
credited to the accounts of such shareholders) or 
be permitted to pledge or redeem their SCIT 
shares until the certificates for the Applicant's 
shares have been surrendered. 


The application states that on December 31, 1980, 
Applicant filed Articles of Dissolution with the 
State of Maryland and that, under Maryland law, 
the existence of the corporation has ceased ex- 
cept for such purposes as are necessary to close 
its affairs. Finally, it is asserted that Applicant is 
not now engaged, and does not propose to en- 
gage, in any business activities other than those 
necessary for the winding up of its affairs. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased 
to be an investment company, it shall so declare 
by order, and that, upon the effectiveness of such 
order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 7, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application will be issued as 
of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11818/June 17, 1981 


DEFINITION OF BENEFICIAL OWNERSHIP IN 
CERTAIN ISSUERS 


ACTION: Withdrawal of proposed rulemaking. 


SUMMARY: The Investment Company Act of 1940 
(‘Act’) excludes certain issuers from the definition 
of investment company provided that, among oth- 
er things, their outstanding securities are benefi- 
cially owned by not more than 100 persons. In No- 
vember 1979, the Commission proposed an 
amendment to a rule under the Act which would 
have excepted certain issuers from the definition 
of beneficial ownership contained in the statute. 
However, the statutory definition was amended by 
the Small Business Investment Incentive Act of 
1980 in a manner which rendered the outstanding 
proposed amendment to the rule unnecessary. 
Therefore, the Commission is withdrawing the pro- 
posed amendment to the rule. 


EFFECTIVE DATE: June 17, 1981. 


FOR FURTHER INFORMATION CONTACT: Ar- 
thur J. Brown, Chief (202-272-2048), or Marsha 
Gilman, Attorney (202-272-2057), Investment 
Company Act Study Group, Division of Investment 
Management, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. 


SUPPLEMENTARY INFORMATION: Prior to its 
recent amendment by section 102 of the Small 
Business Investment Incentive Act of 1980 (‘1980 
Amendments”) [Pub. L. 96-477], section 3(c)(1) 
of the Investment Company Act of 1940 (‘Act’) 


[15 U.S.C. 80a-3(c)(1)], in its entirety, provided 
the following: 
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Notwithstanding subsection (a) [of sec- 
tion 3 of the Act],’ none of the following 
persons is an investment company with- 
in the meaning of this title: 


(1) Any issuer whose outstanding secu- 
rities (other than short-term paper) are 
beneficially owned by not more than 
one hundred persons and which is not 
making and does not presently propose 
to make a public offering of its securi- 
ties. For the purposes of this paragraph, 
beneficial ownership by a company 
shall be deemed to be beneficial owner- 
ship by one person; except that, if such 
company owns 10 per centum or more 
of the outstanding voting securities of 
the issuer, the beneficial ownership 
shall be deemed to be that of the hold- 
ers of such company’s outstanding se- 
curities (other than short-term paper). 


This section was intended to exclude from the Act 
“private” investment companies in which there 
was no significant public interest and therefore 
which were not appropriate subjects of federal 
regulation. The attribution provision was intended, 
among other things, to prevent circumvention of 
the Act, for example, by an issuer selling securi- 
ties to a corporate shell which, in turn, sold its se- 
curities to the public. 


In 1959, the Commission adopted rule 3c-2 [17 
CFR 270.3c-2] under the Act? to address the cap- 
ital raising problems of certain SBICs which 
sought to rely on the section 3(c)(1) exclusion but 
which frequently depended upon institutional or 
corporate investors for more than 10 percent of 
their capital? The rule provides that, for the pur- 


1Section 3(a) [15 U.S.C. 80a-3(a)] defines the 
term “investment company.” 


2Investment Company Act Release No. 2909 
(Sept. 3, 1959), 24 FR 7313. 


3As originally adopted, rule 3c—2 did not except in- 
vestment company ownership of SBICs from the 
attribution rule, apparently because of the danger 
of abusive pyramiding. In 1968, the rule was 
amended to make rule 3c-2 treatment available 
where the owning company was an investment 
company. Investment Company Act Release No. 
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pose of section 3(c)(1), beneficial ownership of 10 
percent or more of an SBIC’s outstanding voting 
securities by a company is deemed ownership by 
one person if and so long as the company’s total 
investment interest in all SBICs does not exceed 5 
percent of the value of its assets.4 


In November 1979, the Commission proposed® an 
amendment to rule 3c—2 which would have cre- 
ated for all private issuers an exception to the at- 
tribution provision in then section 3(c)(1) similar to 
that already provided for SBICs. The proposed 
amendment would have permitted private com- 
panies to obtain capital generally from the institu- 
tional and corporate investor market, subject to 
certain conditions, without having to apply the at- 
tribution provision. The Commission had not taken 
final action on the proposed amendment to rule 
3c-2 when section 3(c)(1) of the Act was 
amended.® Since new section 3(c)(1) incorporates 
the relief which would have been available to pri- 
vate issuers under the proposed amendment to 
rule 3c—2, the Commission has determined to 
withdraw the proposed amendment to rule 3c-2. 





FOOTNOTE, Continued 


5452 (Aug. 5, 1968), 33 FR 11451. The change 
was another attempt to open greater sources of 
capital to SBICs. The potential for abusive pyra- 
miding was abated by the Small Business Admin- 
istration’s restrictions on SBICs investing in enti- 
ties which engage in relending or reinvesting. 


4The rule also deems the beneficial ownership of 
10 percent or more of an SBIC’s outstanding 
voting securities by a state development corpora- 
tion to be ownership by one person, provided that 
the state development corporation itself is not an 
investment company as defined by the Act. 


Sinvestment Company Act Release No. 10938 
(Nov. 13, 1979), 44 FR 66612. 


6Section 102 of the 1980 Amendments amended 
section 3(c)(1) in its entirety. The 1980 Amend- 
ments became effective on October 21, 1980. 
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DISCUSSION 


The recent amendment to section 3(c)(1) of the 
Act’ retains the prior statutory exclusion from the 
definition of “investment company” for issuers 
which are not making and do not presently pro- 
pose to make public offerings of their securities 
and whose outstanding securities are beneficially 
owned by not more than 100 persons. However, it 
modifies the test of when beneficial ownership by a 
company must be attributed to its securityholders. 
Amended section 3(c)(1) excludes from the attri- 
bution requirement beneficial ownership by a com- 


7Section 3(c)(1) presently excludes from the defi- 
nition of “investment company” in section 3(a)— 


laJjny issuer whose outstanding securi- 
ties (other than short-term paper) are 
beneficially owned by not more than 
one hundred persons and which is not 
making and does not presently propose 
to make a public offering of its securi- 
ties. For purposes of this paragraph: 


(A) Beneficial ownership by a com- 
pany shall be deemed to be bene- 
ficial ownership by one person, ex- 
cept that, if the company owns 10 
per centum or more of the out- 
standing voting securities of the is- 
suer, the beneficial ownership 
shall be deemed to be that of the 
holders of such company’s out- 
standing securities (other than 
short-term paper) unless, as of the 
date of the most recent acquisition 
by such company of securities of 
that issuer, the value of all securi- 
ties owned by such company of all 
issuers which are or would, but for 
the exception set forth in this 
subparagraph, be excluded from 
the definition of investment com- 
pany solely by this paragraph, 
does not exceed 10 per centum of 
the value of the company’s total 
assets. Such issuer nonetheless is 
deemed to be an investment com- 
pany for purposes of section 
12(d)(1) [15 U.S.C. 80a-12 (d) 
Cee wc 
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pany where it owns 10 percent or more of the out- 
standing voting securities of a private issuer, 
provided that, as of the date of the most recent ac- 
quisition by such company of securities of that is- 
suer, the value of all securities owned by the com- 
pany in that issuer and all other issuers relying on 
the exclusion of section 3(c)(1) does not exceed 
10 percent of the value of the company’s total as- 
sets. The proposed amendment to rule 3c—2 which 
the Commission withdraws today would have at- 
tributed ownership of the securities of a private is- 
suer to the shareholders of a company which in- 
vested in that issuer when the value of that 
company’s investment in all issuers excluded un- 
der section 3(c)(1) (other than private SBiCs) ex- 
ceeded 5 percent of the value of its total assets.® 


Thus, the amended section both incorporated the 
proposed rule amendment and expanded it. First, 
section 3(c)(1) permits a company to have up to 
10 percent of its assets, not merely 5 percent, in- 
vested in issuers who will not be required to attrib- 
ute the owning company’s shareholders to their 
own account. Second, the determination of the 
owning company’s asset composition is made only 
as of its most recent acquisition of the issuer's se- 
curities. Therefore, changes in the value of the as- 
sets of a company owning 10 percent or more of 


8The proposed amendment to rule 3c-2 included 
the addition of a new paragraph (b), as follows: 


(b) For the purpose of section 3(c)(1) of 
the Act, beneficial ownership by a com- 
pany owning 10 per centum or more of 
the outstanding voting securities of any 
issuer which is not an issuer described 
in paragraph (a) of this section [relating 
to SBICs] shall be deemed to be benefi- 
cial ownership by one person if and so 
long as the value of all securities of all 
issuers (other than any issuer described 
in paragraph (a) of this section) who are 
excluded from the definition of invest- 
ment company by section 3(c)(1) of the 
Act owned by such company does not 
exceed 5 per centum of the value of the 
company’s total assets; Provided, That 
such issuer nonetheless is deemed to 
be an investment company for purposes 
of section 12(d)(1) of the Act. 
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an issuer's securities, for example because of a 
sale of other assets or market action, will not re- 
quire that issuer to attribute beneficial ownership 
to its owning company’s shareholders, unless the 
owning company makes additional purchases of 
the issuer’s securities. 


The Commission believes that the amendment of 
section 3(c)(1) of the Act renders the proposed 
amendment to rule 3c-2 superfluous. Therefore, 
the Commission is withdrawing the proposed 
amendment to rule 3c-2 under the Act. This ac- 
tion is effective immediately. By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11819/June 17, 1981 


In the Matter of 


MIDWEST INCOME TRUST 
522 Dixie Terminal Building 
Cincinnati, Ohio 45202 


(812-4876) 


NOTICE OF FILING OF APPLICATION TO 
AMEND AN ORDER OF EXEMPTION GRANTED 
PURSUANT TO SECTION 6(c) OF THE ACT EX- 
EMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 
2a-4 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Midwest Income 
Trust (‘Applicant’), an open-end, diversified, man- 
agement investment company registered under 
the Investment Company Act of 1940 (‘Act’), filed 
an application on May 11, 1981, for an order to 
amend an existing order of exemption granted on 
October 28, 1980, to its predecessor, Midwest In- 
come Investment Company (“MIIC’’), pursuant to 
Section 6(c) of the Act, exempting MIIC from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder, to the extent neces- 
sary to permit MIC to use the amortized cost 
valuation method for the purpose of pricing its 
shares for sale, redemption and repurchase (In- 
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vestment Company Act Release No. 11415). All 
interested persons are referred to the application 
on file with the Commmision for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant states that it is a Massachusetts busi- 
ness trust that operates as a no-load fund offering 
two series of shares, one of which is a money mar- 
ket fund known as the “Short Term Government 
Fund” (‘Fund’). Applicant also states that the ob- 
ject of the Fund is to obtain a high current income 
consistent with protection of capital by investing 
exclusively in short term government obligation 
with a dollar weighted average portfolio maturity of 
120 or less. 


As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
as determined in good faith by an investment com- 
pany’s board of directors. 


Rule 22c-1 provides, in part, that no registered in- 
vestment company or principal underwriter there- 
for issuing any redeemable security shall sell, re- 
deem or repurchase any such security except at a 
price based on the current net asset value of such 
security which is next computed after receipt of a 
tender of such security for redemption or of an or- 
der to purchase or to sell such security. 


Rule 2a-4 provides, as here relevant, that the cur- 
rent net asset value of a redeemable security is- 
sued by a registered investment company used in 
computing its price for the purpose of distribution, 
redemption and repurchase shall be an amount 
which reflects calculations made substantially in 
accordance with the provisions of that rule, with 
estimates used where necessary or appropriate. 
Rule 2a-—4 further states that portfolio securities 
with respect to which market quotations are readi- 
ly available shall be valued at current market 
value, and that other securities and assets shall 
be valued at fair value as determined in good faith 
by an investment company’s board of directors. 
Prior to the filing of the application, the Commis- 
sion expressed its view that, among other things, 
Rule 2a—4 under the Act requires that portfolio in- 
struments of ‘money market” funds be valued with 
reference to market factors, and it would be incon- 
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sistent generally with the provisions of Rule 2a—4 
for a ‘money market” fund to value its portfolio in- 
struments with over 60-day maturities on an amor- 
tized cost basis (Investment Company Act Re- 
lease No. 9786, May 31, 1977). 


Applicant states that it was organized for the spe- 
cific purpose of succeeding to the business of 
MIIC to which the Commission granted an order 
pursuant to Section 6(c) exempting it from the pro- 
visions of Section 2(a)(41) of the Act and Rules 
2a—4 and 22c-1 thereunder to the extent neces- 
sary to permit it to value its assets at amortized 
cost. Applicant further states that in a letter dated 
September 9, 1980, the Division of Investment 
Management stated that it would not recommend 
any action to the Commission if, pursuant to a plan 
of reorganization, the Applicant did not seek an 
amendment to any order issued to MIIC pursuant to 
Section 6(c), in connection with MIIC’s use of the 
amortized cost method of valuation, provided Ap- 
plicant complied with all the provisions of the or- 
der. Applicant also states that the Fund now 
complies with all the provisions of that order but 
proposes to reduce the net asset value per share 
from $1,000 to $10 by means of a stock split 
whereby each shareholder would receive 100 
shares of stock for each share currently owned. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant asserts that its application meets the 
standard of Section 6(c) of the Act in light of its 
management policies, and consents to the imposi- 
tion of the following conditions to any order 
granting the requested relief: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving portfo- 
lio management to Applicant’s investment adviser, 
the board of trustees of Applicant undertakes—as 
a particular responsibility within the overall duty of 
care owed to its shareholders—to establish proce- 
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dures reasonably designed, taking into account 
current market conditions and Applicant's invest- 
ment objectives, to stabilize the net asset value 
per share of its Short Term Government Fund, as 
computed for the purpose of distribution, redemp- 
tion and repurchase at $10 per share. 


2. Included within the procedures to be adopted by 
the board of trustees of Applicant shall be the fol- 
lowing: 


(a) Review by the board of trustees, as it 
deems appropriate and at such intervals 
as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share of its Short Term Gov- 
ernment Fund as determined by using 
available market quotations from the 
$10 amortized cost price per share, and 
the maintenance of records of such re- 
view.! 


(b) In the event such deviation from the 
$10 amortized cost price per share of its 
short Term Government Fund exeeds 12 
of 1 percent, a requirement that the 
board of trustees will promptly consider 
what action, if any, should be initiated 
by it. 


(c) where the board of trustees relieves 
the extent of any deviation from the $10 
amortized cost price per share of its 
Short Term Government Fund may re- 
sult in material dilution or other unfair 
results to investors or existing share- 
holders, it shall take such action as it 
deems appropriate to eliminate or to re- 
duce to the extent reasonably practica- 


1 To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value re- 
flecting current market conditions chosen by its 
board of trustees in the exercise of its discretion to 
be appropriate indicators of value which may in- 
clude, inter alia, (1) quotations or estimates of 
market value for individual portfolio instruments, or 
(2) values obtained from yield data relating to 
classes of money market instruments published by 
reputable sources. 
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ble such dilution or unfair results, which 
may include: redeeming shares in 
kind; selling portfolio instruments prior 
to maturity to realize capital gains or 
losses, or to shorten the average matu- 
rity of the Short Term Government 
Fund; withholding dividends; utilizing a 
net asset value per share as determined 
by using available market quotations; or 
a reevaluation of all or an appropriate 
proportion of the portfolio based on cur- 
rent market value. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share, 
for its Short Term Government Fund; provided, 
however, that Applicant will not (a) purchase for its 
Short Term Government Fund any instrument with 
a remaining maturity of greater than one year, or 
(6) maintain a dollar-weighted average portfolio 
maturity of the Short Term Government Fund 
which exceeds 120 days.? 


4. Appplicant will record, maintain, and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and will 
record, maintain and preserve for a period of not 
less than six years (the first two years in an easily 
accessible place) a written record of its board of 
trustees’ considerations and actions taken in con- 
nection with the disharge of their responsibilities, 
as set forth above, to be included in the minutes of 
the boards of trustees’ meetings. The documents 
preserved pursuant to this condition shall be sub- 
ject to inspection by the Commission in accord- 
ance with Section 31(b) of the Act, as if such doc- 
uments were records required to be maintained 
pursuant to rules adopted under Section 31(a) of 
the Act. 


2 In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted aver- 
age portfolio maturity in excess of 120 days, Appli- 
cant will invest available cash in such a manner as 
to reduce the dollar-weighted average portfolio 
maturity to 120 days or less as soon as reason- 
ably practicable. 
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5. Applicant will limit its Short Term Government 
Fund portfolio investments, including repurchase 
agreements, to those United States dollar- 
denominated instruments which its board of trust- 
ees determines present minimal credit risks, and 
which are of “high quality” as determined by an 
major rating service or, in the case of any instru- 
ment that is not rated, of comparable quality as 
determined by its board of trustees. 


6. Applicant will include in each of its quarterly re- 
ports, as an attachment to Form N-1Q, a state- 
ment as to whether any action pursuant to para- 
graph 2(c) above was taken during the preceding 
fiscal quarter and, if any such action was taken, 
will describe the nature and circumstances of such 
action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 13, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature for his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof 
of such service (by afffdavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if or- 
dered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11820/June, 1981 


In the Matter of 


LEASCO CORPORATION 
919 Third Avenue 
New York, NY 10022 


(812-4832) 


ORDER PURSUANT TO SECTION 3(b)(2) OF 
THE ACT DECLARING THAT APPLICANT IS 
NOT AN INVESTMENT COMPANY 


Leasco Corporation (““Leasco’) filed an application 
with the Commission on March 4, 1981, and an 
amendment thereto on April 8, 1981, for an order 
of the Commission pursuant to Section 3(b)(2) of 
the Investment Company Act of 1940 (‘‘Act’’), 
declaring Leasco to be primarily engaged in a 
business or businesses other than that of in- 
vesting, reinvesting, owning, holding, or trading in 
securities. 


On April 21, 1981, the Commission issued a notice 
of the filing of the application (Investment Com- 
pany Act Release No. 11741). The notice gave in- 
terested persons an opportunity to request a hear- 
ing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. A request for a hearing 
was filed on May 14, 1981, by Federal Paper 
Board Company, Inc., and withdrawn on June 4, 
1981. The Commission has not ordered a hearing 
on its own motion. 


The matter having been considered, it is hereby 
found that, on the basis of Leasco’s representa- 
tions in its application, in particular that (1) Leasco 
owns more than 25% of the outstanding voting se- 
curities of Reliance Group, Incorporated (‘‘Reli- 
ance’), a company engaged in the issuance of a 
full line of insurance policies and services, proper- 
ty development and management services; (2) a 
majority of Leasco’s directors are also directors of 
Reliance, and, in turn, constitute a majority of Reli- 
ance board; and (3) with one exception, Leasco’s 
executive management group expends more than 
80% of its time managing and performing staff 
work for the operation of Reliance, Leasco is pri- 
marily engaged in a business or businesses other 
than that of investing, reinvesting, owning, hold- 
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ing, or trading in securites. Accordingly, 


IT IS ORDERED, pursuant to section 3(b)(2) of the 
Act, that Leasco be, and hereby is, declared to be 
primarily engaged in a business or businesses 
other than that of investing, reinvesting, owning, 
holding, or trading in securities and that Leasco’s 
application under Section 3(b)(2) of the Act be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9374/June 15, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
BARCLAY FINANCIAL CORP. (S.D. Fla. Civil Ac- 
tion No. 81-708-CIV-WMh) 


Jule B. Greene, Administrator, Atlanta Regional 
Office of the Securities and Exchange Commis- 
sion announced that on May 27, 1981, the Honor- 
able William M. Hoeveler, United States District 
Judge for the Southern District of Florida in Miami 
entered a preliminary injunction restraining Dennis 
Greenman, former Senior Vice President of 
Barclay Financial Corp. a Miami broker-dealer, 
from further violations of the anti-fraud provisions 
of the Securities Act of 1933 and the Securities 
Exchange Act of 1934 in connection with the offer 
and sale of securities, namely, nationally traded 
common stock or stock options or limited partner- 
ship interests in entities formed for the purpose of 
investing in nationally traded stock options and 
common stock or any other security. 


The order is based upon the defendant's consent 
through counsel, without admitting or denying the 
allegations in the Commission’s Complaint. In ad- 
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dition, the Court continued in effect certain ancilla- 
ry relief which prohibits defendant Greenman from 
transferring and disposing of certain assets. 


In the separate order entered the same date, 
Judge Hoeveler limited the amount which could be 
expended by defendant Greenman for family living 
expenses; imposed procedures whereby Green- 
man could apply to the court to expend additional 
sums necessary for medical and dental expenses; 
and allowed certain expenditures to be made for 
the preservation of assets. The Court, however, 
declined to permit defendant Greenman to expend 
a requested $20,000 per month in estimated tax 
payments, noting that the Commission had made 
a preliminary showing that the Commissions ob- 
tained by Greenman at Barclay were obtained by 
fraud. 


For further information, see Litigation Release No. 
9349. 





Litigation Release No. 9375/June 17, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
MCLOUTH STEEL CORPORATION (D.D.C. 1979) 
Civil Action No. 81-1373 


The Securities and Exchange Commission today 
announced that the United States District Court for 
the District of Columbia entered a Final Judgment 
of Permanent Injunction and Other Equitable Re- 
lief (“Final Judgment’) restraining and enjoining 
the McLouth Steel Corporation (‘“McLouth’) of 
Detroit, Michigan, from further violations of Sec- 
tion 17(a)(2) and (3) of the Securities Act of 1933 
(“Securities Act’) and Section 13(a) of the Securi- 
ties Exchange Act of 1934 (‘‘Exchange Act’). 
McLouth consented to the entry of the Final Judg- 
ment without admitting or denying the allegations 
of the Commission’s Complaint, also filed today. 


The Commission's Complaint alleges that 
McLouth filed with the Commission certain Annual 
Reports on Form 10-K and Quarterly Reports on 
Form 10-Q which contained false and misleading 
statements of material facts regarding its financial 
condition and omitted information required by 
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Commission rules and regulations to be contained 
in such reports. The Commission’s Complaint al- 
leges that McLouth violated Section 13(a) of the 
Exchange Act by improperly using the equity 
method of accounting to account for its investment 
in the Jewell Coal and Coke Company (‘Jewell’), 
of which McLouth owned 19.87% of the outstand- 
ing Jewell common stock and by failing to dis- 
close, as required by Commission rules and regu- 
lations, significant litigation with Jewell over the 
terms of a long-term coke supply contact. In addi- 
tion, the Commission’s Complaint alleges that 
McLouth violated Section 17(a)(2) and (3) of the 
Securities Act and Section 13(a) of the Exchange 
Act by improperly recognizing profits resulting 
from certain inventory adjustments and valuations. 
As a result of certain of the violations, the Com- 
mission's Complaint alleges that McLouth over- 
stated its earnings or understated its losses in the 
years in question. 


With respect to the use of equity method of ac- 
counting, the Commission’s Complaint alleges that 
since at least 1974 McLouth’s use of the equity 
method of accounting, which it adopted upon the 
recommendation of its outside auditors, as im- 
proper in that it did not have the ability to exercise 
significant influence over the operating or financial 
policies of Jewell as contemplated by Accounting 
Principles Board Opinion No. 18. The Commis- 
sion’s Complaint identifies seven factors which 
support its view that McLouth improperly used the 
equity method of accounting. Those factors are: 


. McLouth was not represented on the 
Jewell Board of Directors, despite its 
request to be represented; 


. McLouth did not participate in 
Jewell’s policy making process; 


. There was no significant interchange 
of managerial personnel between 
McLouth and Jewell; 


. The remaining 80.13% of Jewell’s 
outstanding common stock was 
owned or controlled by one family; 


. McLouth was forced to resort to three 
separate law-suits against Jewell to 
exert any influence; 
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6. McLouth was unable to win share- 
holder support for a dividend propos- 
al; and 


7. The relationship between the man- 
agements’ of McLouth and Jewell 
was overtly hostile. 


The Commission’s Complaint also alleges that 
McLouth was required by Commission rules and 
regulations to disclose in its Annual Reports on 
Form 10-K filed with the Commission for years- 
ended 1974, 1975 and 1976 significant litigation 
with Jewell concerning the amount of coke Jewell 
was required to supply McLouth and the price 
McLouth was required to pay for such coke under 
the terms of a long-term coke contract. According 
to the Commission's Complaint, McLouth, upon 
the advice of its counsel, failed to disclose the liti- 
gation in its Annual Reports on Form 10-K for 
years ended 1974, 1975 and 1976, but did briefly 
refer to the litigation in a Current Report on Form 
8-K filed with the Commission in May 1976. 


With regard to the inventory accounting issues, 
the Commission’s Complaint alleges that in the 
third quarter of 1976 McLouth recognized 
$616,000 in net earnings as a result in making 
entries in its books and records which indicated 
that certain steel coils had been moved to one 
McLouth plant when in fact they were still located 
at another McLouth plant. In the fourth quarter of 
1976, the Commission’s Complaint alleges that 
McLouth arbitrarily increased its shipments of 
steel coils from one plant to another causing the 
assignment of an increased LIFO value to such in- 
ventory and resulting in an increase of McLouth’s 
overall inventory value of $1.8 million, a direct dol- 
lar for dollar decrease in the cost of goods sold of 
$1.8 million and an increase in McLouth’s pre-tax 
profits of $1.8 million or 18% of its prretax profits. 


The Commission's Complaint further alleges that 
McLouth reversed a sale of steel coils which had 
been booked as of year-end 1976 and in the first 
quarter 1977 arbitrarily assigned a coil base cost 
to such steel coils which resulted in an overstate- 
ment of first quarter pre-tax profits of $1.2 million. 


Finally, the Commission’s Complaint alleges that 
McLouth did not disclose in its Annual Report on 
Form 10-K for year-ended 1975 the profit effect re- 


SEC DOCKET/1315 





sulting from the reduction of an iron ore inventory 
reserve. 


In addition to the Final Judgment McLouth 
udertook to maintain its audit committee, estab- 
lished in 1976, to be composed entirely of inde- 
pendent directors to, among other things, review 
McLouth’s financial controls and accounting prac- 
tices and all future reports containing financial 
statements filed with the Commission. McLouth 
also undertook to send to its shareholders certain 
information regarding its use of the equity method 
of accounting and its effect on McLouth’s pre-tax 
earnings in the years in question. 





Litigation Release No. 9376/June 17, 1981 


UNITED STATES v. JOHN C. REVSON, ET AL. 80 
Cr. 493 (S.D.N.Y.) 


Donald N. Malawsky, Regional Administrator of 
the New York Regional Office, and John S. Martin, 
Jr., United States Attorney for the Southern Dis- 
trict of New York, announced that on May 22, 
1981, John C. Revson (‘‘Revson’’) of Bedford 
Hilts, New York, and Ludwig J. Cserhat 
(“Cserhat’”) of New York, New York, were found 
not guilty by a federal jury after a nine week trial. 
Revson and Cserhat were charged with conspira- 
cy and with violations of the anti-fraud and anti- 
manipulative provisions of the federal securities 
laws, Sections 9(a)(1), 9(a)(2) and 10(b) of the Se- 
curities Exchange Act of 1934 (‘Exchange Act’) 
and Rule 10b-5 thereunder in connection with 
trading in the common stock of Conrac Corpora- 
tion, which is listed on the New York Stock Ex- 
change, during 1975. Revson was also acquitted 
of violating the beneficial ownership reporting pro- 
visions, Section 13(d) of the Exchange Act and 
Rule 13d-1 thereunder. 


Previously, Revson and Cserhat had consented to 
the entry of final judgments of permanent injunc- 
tion in a related civil action, SEC v. Gilbert, et al. , 
76 Civil 366 (MEL) (S.D.N.Y.) 


1316/SEC DOCKET 


For further information see Litigation Release 
Nos. 7254, 8872, 8894, 8895, 8920. 





Litigation Release No. 9377/June 15, 1981. 


UNITED STATES OF AMERICA v. ROBERT N. 
RANDALL (United States District Court for the Dis- 
trict of Connecticut, Criminal Action File No. 
B-81-23) 


Willis H. Ricco, Regional Administrator of the Bos- 
ton Regional Office of the Securities and Ex- 
change Commission, and Richard Blumenthal, 
U.S. Attorney for the District of Connecticut, an- 
nounced that on June 15, 1981, Robert N. Randall 
of Stamford, Connecticut, pled guilty before the 
Honorable T. F. Gilroy Daly, United States District 
Judge for the District of Connecticut, to securities 
fraud [15 U.S.C. 7j(b)] in connection with an al- 
ledged scheme by Randall, vice president and 
salesman for a registered broker/dealer, in which 
he obtained funds from customers and others 
through the use of material misrepresentations 
and omissions of material facts in connection with 
the issuance of unregistered securities for the pur- 
pose of investing in certain real estate transac- 
tions. A pre-sentence report was ordered by Judge 
Daly and sentencing is scheduled for July 23, 
1981. 


(For further information, contact Edward P. 
Delaney, Assistant Regional Administrator (En- 
forcement); Ronald L. Cheney, Branch Chief; or 
Daniel M. Sibears, Attorney at (617) 223-2721.) 
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